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TRADEMARK LICENSING—DOMESTIC AND FOREIGN 


In 1960 The United States Trademark Association initiated 
a new type of presentation at its Annual Meeting when it offered 
a simulated conference of management experts in combination 
with outside consultants pursuing the goal of selecting a trade- 
mark for a new product. The audience was taken through the 


important steps followed by such a “Management Board” in cre- 


ating the trademark torpet for a water and soil repellent chemical. 
The text of the discussion was published in The Trademark 
Reporter® and subsequently made available in a paper-back book 
entitled “Trademark Selection”’. 

At the Annual Meeting this year (May 19th and 20th, 1961 
at The Lido, Long Beach, New York) the same pattern was used 
in discussing the various aspects of licensing the TOoRPEL mark 
both in the United States and in foreign countries. 

We are pleased to publish the transcript of that program 
and, for your guidance in reading the discussion, we list here 
the Cast of Characters: 


Moderator 


Stewart W. Richards, member of the 
firm of Beer, Richards & Haller, and 
Counsel to USTA 


Management Team of The Tor Role 
Chemical Company 


Harry R. Mayers, General Patent President and Treasurer 
Counsel, General Electric Corp. 


A. R. Loosli, General Manager of Vice-President of Domestic 
Fibers Division, American Cy- Marketing 
anamid Company 

Sergio Finzi, Marketing Manager Vice-President of Foreign 
of International Division, Scher- Marketing 
ing Corporation 
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Walter E. Hopper, Jr., Attorney 
of California Texas Oil Corpo- 


ration 
Outside Counsel 
Mrs. Lenore B. Stoughton, 
Rogers, Hoge & Hills 
Arthur L. Nathanson 


Stephen P. Ladas, 
Langner, Parry, Card & 
Langner 
I'rancis J. Sullivan, 
Liddy, Sullivan, Hart, 
Daniels & Stemple 


General Counsel 


Domestic Counsel] 


Domestie Counsel 


Foreign Counsel] 


Foreign Counsel 


Within the coming weeks this manuscript will be made avail- 
able in a paper-back edition similar to “Trademark Selection” 


with additional features, which will be announced. 
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TRADEMARK LICENSING—DOMESTIC' 


MORNING SESSION 
May 19, 1961 







The Business Session of the 84th Annual Meeting of The 
United States Trademark Association convened on Friday, May 19, 
1961, at The Lido, Long Island, New York, at ten o’clock a.m., 
Mr. William P. Walsh, Chemstrand Corporation, presiding; Mr. 
Stewart W. Richards, Beer, Richards & Haller, acting as Mod- 
erator. 

CuHatRMAN WatsH: | want to welcome you all to this 84th 
Annual Meeting of The United States Trademark Association. Of 
course, we were all splendidly welcomed last night by Mr. and Mrs. 
Frederick J. Lind, for which we are very appreciative. 

Today is our first business meeting. It will consist of a morn- 










ing and afternoon session devoted to a discussion of domestic and 
international trademark licensing. I hope you have all had an 
opportunity to look through the memoranda supplied you. They 
will form the basis of our discussions today. 

We have the pleasure of having the same Moderator as we 
had at last year’s program. The subject matter is a continuation 








of the same company, which formed the basis of last year’s diseus- 
sion. So without further delay, | turn you over to the Moderator 
of the program, Stew Richards. 

Moperator Ricuarps: Thank you Bill, and good morning. 

Just one year ago today, you were privileged to sit in on the 
deliberations of top executive management of The Tor Chemical 
Company in their search for a trademark for a new product. 
Everyone who had had anything to do with the advertising and 
selling of that product, had an opportunity at that time to get 
in his two cents worth of high-priced advice as to how the product 
should be sold and what the trademark should be. 

If you were there, and I hope you were, I am sure you will 
agree with me that seldom have you been treated to a more inter- 
















esting, entertaining or more extemporaneous type of humor. As a 
result of those discussions, the ToRPEL trademark was born—that 





gem of suggestive marks. 

For those of you who may not have been with us last year, 
as well as for those of you who were but decided to sit out the 
proceedings for some reason, let me fill you in briefly on the back- 
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ground, and then proceed to introduce to you the program you will 
hear this morning: 


The Tor Chemical Company, our hypothetical company, was, 
until a year ago, engaged solely in the manufacture of industrial 
chemicals designed for treating fabrics. The customers of The Tor 
Chemical Company were manufacturers of fabrics as well as manu- 
facturers of consumer products, such as clothes, tents, and the 
like. Not satisfied with making a modest living in the industrial 
field, the management of Tor Chemical had been eyeing the dollar 
attractiveness of the consumer market for some time. Finally, 
their research board produced a workable product and a workable 
package of a soil and water repellent, which the housewife could 
spray on her clothes and upholstery. 

It was decided, therefore, that the company should enter a 
field which, until then, had been foreign to them. The selection 
of an appropriate trademark, and the preparation for the launch- 
ing of that product, was the subject of the top level discussions 
which you were privileged to sit in on last year. 

In almost no time, TorPEL water and soil repellent rose from 
its launching pad and disappeared into a glorious aerosol mist. 
As the “flight” progressed, everything was going A-O.K. all the 
way, except for one thing: the company wasn’t making money fast 
enough and in sufficient quantities. I won’t bore you with the de- 
tails. I am mindful of the story of the drunk who, walking down 
the street, or staggering I should say, came upon a cop. He said, 
“Officer, where am I?” The cop said, “You are at Madison Avenue 
and 54th Street.”” The drunk, a little irritated, said, “All right, 
suddy Boy, let’s skip the details, what town am I in?” (Laughter) 
Well, I'll take my cue from the drunk, and skip the details. 

Needless to say management concluded that while the green 
stuff that people use for money was even greater on the other side 
of the hill, they found it wasn’t as easy to obtain as they had 
thought. Therefore, consideration had to be given immediately 
to alternative methods of promoting the sale of this product. The 
product was good but the current method of distribution was too 
costly. In the long run, and if wisely done, it should pay off in 
increased profits if we let others have a bigger stake in the promo- 
tion and sale of the product. 

So went the thinking of top management. Let’s explore the 
possibility of licensing others to make and sell the product. Al- 
ready, one company had indicated an interest in manufacturing 








tC 
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and selling it under the trademark TtorpeL. Another company, a 
clothing manufacturer, had indicated their desire to take a license 
to treat their clothes with the product and sell them, perhaps, with 
some sort of tag marked, TREATED WITH TORPEL. Parenthetically, 
I might add that the variations of this advertising theme appear 
to be unlimited, corny and loaded with problems. Somebody’s 
secretary suggested the slogan REPEL WITH TORPEL. The wife of 
the Chairman of the Board thinks that dress tags reading ToRPEL- 
1zED would be a natural to describe garments that had been treated 
with the company’s product. 

I think I have mentioned enough, now, to indicate that the 
whole thing is fraught with possible danger from a trademark 
standpoint, and that legal advice is necessary to guide a company 
through the labyrinth of contemplated licensing arrangements. 
You have before you a couple of memoranda which have been 
submitted by the company’s officers who are in charge of market- 
ing the product, both abroad and at home. I hope you will study 
them carefully, because they pose the problems which our guest 
panel will discuss today. 

You are going to be permitted, as you were last year, to sit 
in at these meetings. As I pointed out last year, there is only one 
caveat, and that is, no coaching from the audience. If you don’t 
like what is going on, you will have your chance to get into the 
act, after the show is over. We are inviting you to submit written 
questions, and we will try and put them to our experts, as it 
becomes appropriate. 

The Chairman of the Panel is Mr. Harry R. Mayers. He is the 
President of The Tor Chemical Company, as well as the Treasurer. 
On the side he is also General Patent Counsel for General Electric 
Corporation. 

Our Vice President of Domestic Marketing is Mr. A. R. Loosli, 
formerly General Manager of the Fibers Division of the American 
Cyanamid Company. 

Mr. Sergio Finzi, before coming with Tor Chemical as Vice 
President of Foreign Marketing, was Marketing Manager of the 
International Division of Schering Corporation. 

The last member of the management team is the General 
Counsel of The Tor Chemical Company, Walter E. Hopper, Jr., 
Esq. who got his start as Attorney for California Texas Oil Cor- 
poration. 
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Outside Counsel who will be called in to consult with our 
management team are top-level experts in this field, and just by 
coincidence, it happens that they are attending a seminar here at 
the Lido. It isn’t often one has a chance to enjoy oneself in such 


pleasant surroundings and have expenses paid to boot. So they 


were only too happy to be consulted. Outside Counsel on domestic 
trademark problems are Mrs. Lenore Bb. Stoughton, of Rogers, 
Hoge & Hills, and Mr. Arthur L. Nathanson. Our consultants on 
foreign law are Stephen P. Ladas, of Langner, Parry, Card & 
Langner; and Francis J. Sullivan, of Liddy, Sullivan, Hart, 
Daniels & Stemple. 

Now, ladies and gentlemen, it is time to stump the experts. 
The house lights are being dimmed; the curtain is going up. The 
company’s team of top management is already assembled for a 
series of meetings, which, for want of a better term, might be 
described as, “Torpel Revisited.” 

Pres. Mayers: Ladies and Gentlemen: I think there is at 
least one element that the Moderator has dispensed with in his 
statement, “we do not want any coaching from the audience.” 
There are some questions here on which we would welcome at least 
a clue as to what the answers could be. 

I think you all know what the purpose of this meeting is: 
the new soil and water repellent, rorpeL, which The Tor Chemical 
Company introduced into the market approximately a year ago, 
has been extremely successful. Apparently our choice of our trade- 
mark was also well-advised, because the trademark TorPeL has 
provided us with an extremely effective marketing tool. In fact, 
our position is such that we clearly need more capital for realizing 
our full potentials in the market for ToRPEL. 


Under existing circumstances, we would certainly want to 
consider expanding our facilities and our distribution. Unfortu- 
nately, for reasons of which you are all well aware, the company 
is suffering from a capital shortage at this time. One of our prob- 
lems is that we badly need to provide ourselves with new, sound- 
proof facilities, in which our conferences will not be so seriously 
interrupted by the airplanes overhead from the Idlewild Airport! 
(Laughter and applause. ) 

Accordingly, because of this problem of capital shortage, |] 
have asked our Vice President of Foreign Marketing, Sergio Finzi, 
and our Vice President of Domestic Marketing, A. R. (Red) Loosli, 
to give proposals as to ways in which we can expand our income 
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from TORPEL without committing ourselves to large capital expendi- 
tures. You all have copies of the memoranda which these gentle- 
men have provided. 

It seemed to me wise to call a meeting with our counsel, 
Walter Hopper, to go over these proposals, to have a count-down 
to see whether these new programs are ready to go into orbit. 
Walter has apparently anticipated a considerable number of legal 
problems, and he has asked us to invite some of the outside counsel 
with whom he occasionally consults to be present here at this meet 
ing. They, as I understand it, happened to be in town for the 
Annual Meeting of The United Trade Name Association, or some 
such high-sounding organization. 

Walter, I think it might be in order for you to introduce your 
fellow lawyers, so all of those at the table will know each other. 

Gen. CounseL Hopper: Last year when we were preparing to 
introduce this mark and register it, we encountered a number of 
complications and we called in two trademark lawyers to assist 
us. Since this is a very important matter to the company, I thought 
it might save time and money if they both were present today 
for our discussion, and to go over these problems. So Mrs. Lenore 
B. Stoughton and Mr. Arthur Nathanson have both come in this 
morning. 

Pres. Mayers: We are very glad to have you here, Mrs. 
Stoughton and Mr. Nathanson. Before we go on with the diseus- 
sion of the proposal we have, I would appreciate it if you would 
remind us of the status of our trademark from the standpoint of 
registration. 

GEN. CounseL Hopper: You will recall that the board ap- 


proved my securing registration of the name ToRPEL as a trade- 
mark in the United States. We toyed with the idea of getting some 
state registrations, but we decided that it really wasn’t necessary; 


but we do have a registration on TorPEL for water and soil re- 
pellents in the United States. So far, we have done nothing about 
registering this product name in any state. 

Pres. Mayers: Red, that puts us in a position to listen to your 
proposal for action. 

Vice Pres. Loosti: Thank you, Harry. The lateness of the 
start of this meeting reminds me of a quotation, “If you are going 
to soar with the eagles on the morrow, you don’t hoot with the owls 
at night!” (Laughter) 
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TORPEL is our very valuable trademark and has obtained a 
very good reputation in its one year of existence. It is too bad 
we have no money to increase our capacity to handle our increased 
sales. I apparently have not been informed fully of our financial 
resources. I didn’t think they were also going to turn off the steam! 
(Laughter) I can assure you that the heat is still on, but it is the 
wrong kind of heat. Perhaps I am even lucky to be employed! 

TORPEL has three quite distinct areas of use: 


(1) In the home as the active ingredient in an aerosol spray, 
it is used on rugs, fabric covered furniture, automobile upholstery, 
and some people are even using it to give an extra protective 
finish to their raincoats. 


(2) It is used by laundries and dry cleaners to waterproof 
the rainwear after they are laundered or dry-cleaned. 


(3) It is used by textile finishing mills to impart water and 
soil repellent characteristics to their fabrics. 


My proposal to increase domestic sales and profits is as 
follows: 


(1) Get more capacity in aerosol, which is a growing market, 
by licensing the Western Aerosol Company of Salt Lake City. 
They would distribute in the area west of the Mississippi; exclud- 
ing Los Angeles and Portland, where, because of the rain and 
the smog in Los Angeles, we established our own aerosol units 
about nine months ago. 


(2) Take on two more distributors in the Kast, one handling 
New England and one handling Georgia, Florida, and Alabama. 


(3) And this is perhaps the most important: step up our 
efforts to market TorPeL in bulk to both the dry cleaners and textile 
finishing mills. We want to get this valuable trademark of ours 
known throughout the United States, and we believe we can do 
this if we will step up our bulk handling with the necessary 
licensing. 


I assume that Walter will prepare some agreements so we 
‘an use them in our sales work. 

Pres. Mayers: I am sure this is our ultimate objective. I 
think we ought to kick around these proposals a little bit, to see 
if we can discover the difficulties in them. What about the dis- 
tributors in the East? Are there any other problems that you 
anticipate in that area? 








© 
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Vice Pres. Loostr: We have agreements already in several 
places with distributors, and I think it is just a routine sales agree- 
ment contract that we have with them. I would imagine we would 
include the same things we did before, for the protection of our 
name, and so forth. The usual thing. 

Pres. Mayers: Do you have any difficulties in limiting dis- 
tributors to particular territories? Perhaps we ought to ask our 
General Counsel about this. 

GeN. CounseL Hopper: I will ask Mr. Nathanson to answer 
that question. 

CounsEL NatHAanson: Mr. Hopper, I will start off by giving 
you a typical lawyer’s answer. I will ask some questions. 

As I understand it, the TrorPeL product has a lot of competition 
today; is that right? 

Gen. CounseEL Hopper: Yes, that’s right. 

CounseEL NatHANSON: We are not dominating the market? 

Vice Pres. Loostr: No, but we are actually getting there. 

CounseL NatHanson: We are just addressing ourselves to 
the distributors. 

Gen. CounsEL Hopper: That’s right. 

CounsEL NatHanson: I see no difficulty from the legal point 
of view, but I wonder how it is going to work out as a practical 
matter? You say you are going to keep the distribution in the 
Kast, Mr. Loosh. What is going to prevent these distributors from 
selling to a retail store, let us say West of the Mississippi. 

Vice Pres. Loosti: We can write that in the agreement—tell 
them they cannot sell West of the Mississippi. 

CounsEL NatHanson: So far as distributors are concerned, 
I do not believe we have a serious legal question under the cir- 
cumstances you have given me, where we are not dominant in the 
market. I would like, however, to be asked that question again, 
when we get to the Western Aerosol Company. 

Pres. Mayers: I think we ean discuss that in detail, later, 
but at this point I think we can conclude our discussion on our 
distributor problem with the opinion that it is not the real problem 
this morning. 

Let us go to the other proposals that are before us. Will you 
give us some details with respect to the Western Aerosol Company? 

Vice Pres. Loosti: We have asked the Western Aerosol Com- 
pany to manufacture our product and to package it in aerosol 
containers. It is our idea that we would give them the know-how 
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on the process. This would include how to make the product, how 
to package it, something about the ingredients in the aerosol bombs 

maybe that is a bad word, but nevertheless they are referred to 
as that. Also the metals in the aerosol container, because TORPEL, 
as fine a product as it is, is not compatible with all metals. So 
we have to specify metals. 

We also want to have our logo properly placed on the con- 
tainer. We want a quality control program of some kind. In mar 
keting, we want to use instructions so that the housewife will use 
it properly. We would want to protect ourselves some way on 


warnings of the hazards of aerosol containers. We would want 


termination clauses in the contract, and other things straightened 


out. 

Pres. Mayers: | thought that when we discussed this the 
other day, you visualized an inspection program of some kind, 
as part of the deal with Western. Do you have anything like that 
in mind? 

Vice Pres. Loositi: An inspection program, as you know, can 
run into a lot of money. The thing we have to do is try to make 
it as inexpensive as possible. [ want you and your lawyers to 
understand that one of the big problems we marketing people 
have is to try to make a buck. I hope we don’t get too involved 
in this inspection program, where we have a fine name, TORPEL, 
and no money! 

GEN. CounseL Hopper: The legal division is just as interested 
in making money, Mr. Loosli, but we are also interested in not 
losing it. With the distributors we don’t have any particular 
problem, because we sell them our product and we know what 
it is. It is in the package, and we hope they sell a lot of it. 

When you come up with the proposition that we license some 
outside company to manufacture our product then unless we really 
control what they are doing and what they are putting into it, we 
are risking our commercial reputation. 

Mrs. Stoughton has been working on this quality control prob- 
lem, and perhaps she has some answers to this problem. 

CouNSEL StouGHtTon: I certainly agree with you, Mr. Hopper, 
that a system of real control is absolutely essential. I want to go 
back to the very beginning, and say that before a license is granted, 
I think the company should be extremely careful to assure itself 
that the Western Aerosol Company has adequate facilities, and 
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has the kind of staff that will be needed and can be relied upon 
to produce the product as you specify and maintain the quality. 

However, that advance assurance will not be enough to carry 
through for the life of the contract. If you would like me to men 
tion some of the other things that have occurred to me, I suggest, 
first of all, that there should be inspection and testing of every 
hatch of the product made by the Western Aerosol Company. 

Would this be a feasible thing? 

GEN. CounseL Hopper: What do you envisage when you say, 
“inspect every batch’’? 

CounseL Stoucuton: I would advise that from each batch 
of the product which is made up and put into the cans or bombs, 
a specified number of cans be sent to the company for analysis. 
That would give you an opportunity to have the laboratory of the 
company test the product itself, and also to be sure that the con 
tainers are meeting the specifications. 

GEN. CounseEL Hopper: Do you think a provision like that is 
necessary, Mr. Looshi? 

Vice Pres. Loosui: Here, again, you have the great problem 
of the product coming back, and making the test. Although that 
is fairly simple, the problem we envisage would cause some hard- 
ship. Why can’t we just put in the contract that we have the right 
to inspect, and then just don’t do it? (Laughter) 

Gen. CounseL Hopper: | wouldn’t feel too happy about that. 
We should try to find some workable arrangement here. Are you 
going to do the testing yourself or turn it over to some testing 
company? 

Vick Pres. Loost1: We would bring it back here, and test it 
where we have experts. 

However, we would have in our agreement with Western that 
they would set up a thorough testing process of their own, and 
their records would be available to us for inspection. 

Gen. CounseL Hopper: I think we should do some spot check 
ing ourselves. Have you considered the actual technique of inspee- 
tion to ascertain how much extra work would really be involved? 
How often would you have to call for samples to have a reasonable 
assurance that the quality was being maintained? 


Vice Pres. Loosti: We discussed it, and feel that about ten 


8-ounce cans per thousand gallons of mixture might adequately 


control the quality. 
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Gren. CounseL Hopper: Mrs. Stoughton, do you think that 
quantity is sufficient, from the legal standpoint? 

CouNSEL StoucutTon: I think that would be sufficient, if you 
can be sure that they all came from the same batch, and that you 
were actually testing each batch. Perhaps the practical way to 
accomplish that is to have a batch number put on the cans, so that 
a record of testing can be kept by each batch. Then I would suggest 
that that be supplemented by some random sampling from actual 
purchases in the open market. 

This sounds, perhaps, like an unnecessary precaution, but it 
does eliminate the possibility that one very good batch will be 
kept for submission to the company, and less desirable goods may 
be sent into the open market. That would be another check. 

Gren. CounseL Hopper: Of course, I think the limits to which 
we would have to go would be determined to some extent by our 
feelings with respect to the integrity and reliability of the company 
involved. 

CounsEL Stoucuton: Yes, of course, and I am assuming that 
you would not enter into a licensing agreement at all, unless you 
have confidence in the Western people. But mistakes do happen, 
and more than that, you have a definite responsibility of maintain 
ing control. It may be possible and desirable to have a representa- 
tive of your company visit the plant. This is a point where, as 
Mr. Loosli says, the contract might simply say that you have the 
right to do it, without your setting up a specific pattern of doing 
it at stated intervals. 

Gren. CounseL Hopper: This would relate to a physical visit 
by one of our representatives to the plant, but not to test sampling. 

CounsEL Stoucuton: I think that should be insisted upon and 
should be carried out. And I do want to put in this word of 
caution: 

It seems to me much more important actually to exercise the 
control than it is to provide for it on paper. 

Gen. CounsEL Hopper: I agree. Of course, Western Aerosol 
has its reputation at stake, too. We normally guarantee our prod- 
uct, do we not? 

Vice Pres. Loosti: Yes, we have a guarantee, and since West- 
ern has the same process they can guarantee it, too. 

On the inspection, I think we can wrap that up. Since Tor is in 
financial straits, I, being a good Mormon, go to Salt Lake about 
four times a year and I will be able to pick some samples up then. 
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GEN. CounsEL Hopper: On this matter of guarantees, if we 
should make an agreement with Western Aerosol, could we have 
a joint guarantee? You are the expert on that, Mr. Nathanson. 

CouNnsEL NatHANSON: I would be very much in favor of that, 
Mr. Hopper, for two reasons. 

The first is that the courts have been quite impressed with 
similar arrangements, where there was a joint guarantee, and | 
feel that it will help on the question of control. In other words, 
the courts feel that if we think enough of our product to stand 
in back of it financially, the chances are we are going to control it 
as called for by the contract. 

The second advantage of a joint guarantee, again tied in with 
the control problem, as | see it, is that if there are any complaints 
by the purchasers of the product, we will hear about it, because we 
will be called upon to help make good. And in that way, we will 
know what is happening to the product on the market. 

Gen. CounsEL Hopper: Now, if we are going to have a joint 
guarantee, I] suppose we are going to have to put both company 
names on the package. 

CounsEL NatHanson: I would expect so. 

GEN. CounsEL Hopper: Would we differentiate between the 
company names in any way, to show that Western Aerosol is a 
licensee or something like that? What would you recommend? 

CounsEL NATHANSON: My recommendation on that would be 
to show that ToRPEL is a registered mark of Tor Chemical Com- 
pany, and that the product is made by Western Aerosol Company, 
under license granted by The Tor Chemical Company. 

I think that is important, too, for the additional reason that 
The Tor Chemical Company should do everything it can to stay 
in the picture, so that should the time ever arrive when the rela- 
tionship is terminated, the purchasing public thinks of The Tor 
Chemical Company, at least as much as they do of Western Aerosol 
Company. 

GEN. CounsEL Hopper: You set up this sort of thing for other 
products. How does this affect our other products? Of course, 
I know that depends upon our contracts, but what is the general 
impact? 

CounsEL NatHanson: It depends to a great extent upon the 
nature of the product. If we are dealing with the type of product 
which, when used on the fabric, cannot ever hurt the wearer, we 
have no problem. I would like to ask, again, the nature of ToRPEL, 
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particularly in an aerosol can. Can anything happen to the users 
of this? 

Gren. CounseL Hopper: Do we have any allergies reported? 

Vick Pres. Loostr: This is a non-toxie product. It has been 
thoroughly tested and we have had no problem there. 

However, there is one problem in handling any aerosol con 
tainer. The containers are pressure containers, and if they are 
overheated, or if they are mistreated, they can explode and may 
cause physical damage. 

CounseL Naruanson: I feel, under those circumstances, there 
certainly should be provision in the contract for the leensee—in 
this case Western Acrosol Company—to take out public lability 
insurance covering themselves, as well as Tor Chemical Company. 
I say this because [| feel that since the product is made by Western 
Aerosol, any defects in the first instance should be looked at as 
their responsibility. 

If we are undertaking control and something happens that 
ean be traced to our failure to exercise that control, there again, 
we could be liable for it, too. 

GEN. CounsEL Hopper: All right, we will have our insurance 
company take a look at our liability coverage. 

Pres. Mayers: Certainly I want to do that, and | want to know 
if we have spent enough time on this aspect of our problem because 
there are some other areas we want to cover. 

There is one area I recognize as being somewhat sensitive 
and that has to do with whether we are in danger of creating anti- 
trust problems. I know some of the questions are difficult to answer 
and we would rather sweep them under the table. On the other 
hand, | know a rather prominent gentleman who was asked by a 
certain Senate Committee why he had not asked more questions 
in the antitrust area. He felt constrained to say, “I was just 
dumb.”’ 

Without regard to my actual personal qualifications, | don’t 
want to find myself in the position of being obliged to answer that 
question in that way. Therefore, | am going to ask a few ques- 
tions that have occurred to me, based on what you have already 
told me on previous occasions. 


I know that one proposal with respect to the Western Aerosol 
Company is that it be limited to a particular area; that Western 
be licensed exclusively as to the territory West of the Mississippi, 
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with certain exceptions. The problem which might confront us is: 
what about competition, with worse products coming into the field. 

GEN. CounseL Hopper: I don’t see any particular problem 
because, after all, we are not dominant in the field. 

Do you see any problems? 

CounseL NaTHanson: We are not dominant in the field at 
the moment, but I would like to ask this: was Western Aerosol, 
or is it now, in the business of selling any similar product? 

Vice Pres. Loostr: No. They have had several offers from 
other companies, and if we don’t take them on, somebody else is 
going to get them. They are a young, growing chemical company, 
and we want to use their reputation to help us. 

CounsEL NaTHANSON: You changed that answer since yester- 
day. (Laughter) I liked yesterday’s answer much better. 

Yesterday you said they were not in the field and had not 
been in the field. Now, we have the problem that while they are 
not a competitor of ours, they are a potential competitor, because 
they have been offered other licenses. I would be concerned, under 
this state of facts, about entering into any agreement providing 
for a geographic limitation. 

Looking at this situation before entering into the licensing 
agreement, and then looking at it after the license agreement, with 
these geographic limitations in the contract, we have removed a 
potential competitor from the field. It is true that you are not 
dominant in the field at the moment, but the Department of Justice 
—in fact, if | may digress—we are so sensitive on this subject, 
Mr. Mayers, I would like to ask if there are any members of the 


! (Laughter) 


Department of Justice in the audience! 

GEN. CounseEL Hopper: No, these people are our sales trainees! 
(Laughter) 

CounseEL NaTHANSON: T assume the lady with the little black 
machine, is the reporter and is not from the Department of Justice. 

Gen. CounsEL Hopper: She is a secretary, so we are sure of 
her! 

CounsEL NatHanson: We don’t know the day to day position 
of the Department of Justice. | would much prefer to see the 
geographic restrictions handled in a little different way. There 
is no objection that I know of in saying to Western Aerosol, “You 
will be our licensee West of the Mississippi.” Now, if we stop 
there and don’t go any further, and don’t say, “You can’t come 
East and we ean’t come West,” we are not dividing territories. 
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GEN. CounseL Hopper: We do have a problem because we have 
already given exclusive dealerships for Los Angeles. 

Vice Pres. Loostr: Yes, we have one in Los Angeles and one 
in Portland. 

CounseL NatHanson: As I see it, then, as a practical matter, 
you have a problem no matter which way you go. How are you 
going to stop your distributor in Los Angeles and Portland, from 
selling in Pasadena? 

What I had in mind was merely telling Western that they are 
the Western licensee, and we will be operating East of the Mis- 
sissippl. I don’t think the Department of Justice tells us, or can 
tell us, that we must go in there. 

As a matter of fact, the history of your company shows it is 
not practical at the moment for us to go west of the Mississippi. 
That is why we are getting a licensee. So long as we don’t 
exclude 

GeN. CounseL Hopper: This won’t be an exclusive license, 
will it? 

Vice Pres. Loostr: I thought so, because that is about the 
only basis on which Western will come with us. We haven’t gotten 
down to the hard facts about discussing Los Angeles and Portland 
with them. I believe I will be able to sell them on going along 
with us on those exclusions. 

CounseEL NarHanson: The only answer | can give to that is . 
this: I have been hearing so much this morning about how we are 
voing to trust Western, that some of it makes me a little skeptical. 
If we are going to trust Western, how about Western trusting Tor 
Chemical, without putting it on paper. 


GEN. CounsEL Hopper: You are not suggesting— 


g 
CounseL NatHanson: No! (Laughter) 


GEN. CouNnsEL Hopper: I guess this is one of those times when 
you would prefer that the General Counsel leave the room. If so, 
I will just have to leave it with you. 

CounseL Naruanson: There is a very serious problem. 

Pres. Mayers: Walter, I understand from what has been said 
that in considering anything looking like an exclusive territorial 
arrangement, we must completely satisfy ourselves that the West- 
ern Company has not been competitive with us in the field relating 
to the one we are about to enter. Even if there is no competition, 
[ suppose the situation ean still be ambiguous, and justifies further 
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study. Also, it seems to me that there are always practical prob- 


lems in trying to force any exclusive territoriality in this field. 

Red, I think when you discussed this program with me earlier, 
that you indicated you had an idea that we ought to require West- 
ern to establish a minimum price for its cans of TorPeL repellent. 
Is that the case? 

Vice Pres. Loosti: Well, we are trying to make some money, 
and the only way we can is through a license arrangement. We 
thought we would require Western to spend 10 per cent of their 
sales in advertising and promotion. That is, after they invest 
$30,000 to get into this business. 

Now, a royalty arrangement based on 5 per cent of net sales, 
on an 8-ounce can that will have a minimum price of 95 cents, is 
another consideration. Our first year’s sales minimum is $20,000, 
going up to $75,000 minimum, five years from now, which is the 
duration of the contract. 

Pres. Mayers: [| wonder if Mr. Nathanson or our General 
Counsel, see any difficulty in establishing the price of 95 cents for 
TORPEL in selling these cans? 

GEN. CounsEL Hopper: What do you think of that, Mr. 
Nathanson? 

CounseL NarHanson: At this point, I might say we have two 
problems involved here. Mrs. Stoughton, the expert on part of this, 
has found that fixing the minimum price to the seller is something 
you can’t do. Here, we do not have any question of whether or not 
we are dominant in the market. This is price fixing, and price 
fixing per se is illegal, regardless of our importance in the field. 

There are some considerations under the Fair Trade Laws 
that perhaps Mrs. Stoughton would like to discuss. 

CounseL Stoucutron: I think that Mr. Nathanson is quite 
right in suggesting that the only hope of establishing minimum 
prices would be under the Fair Trade Act. But that is by no 
means a complete answer to the problem because not all states 
have Fair Trade Acts, and even where they do you have to be 
very careful not to establish horizontal agreements. 

In this set-up between the Tor Company and the Western 
Company, I certainly would advise against having any price agree- 
ment. I would suggest, rather, that you depend upon the economics 
of the situation to be the safeguard. It seems to me that as a prac- 
tical matter, the Western Company would not be able to pay the 
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costs of production and the royalties, and still undersell the 
Tor Company. 

(Gen. Counset Hopper: What is our problem going to be, the 
price? Couldn’t we specify the royalty would be so many cents 
per package, without specifying the price? 

Vick Pres. Loosyti: Because the Western Company covers such 
a vast area, they are all on an FOB basis—FOB Salt Lake, de- 
livered to destination. We thought it would be more equitable to 
everyone concerned, if we just had 5 per cent on net sales, rather 
than so many cents a can. 

CounseL NarHanson: In that case, then, as I understand it, 
our royalty is not tied in with the price at which Western sells 
the product? 

GreN. CounseL Hopper: Yes, it 1s. 

CounseL Natuanson: It is tied in, but if they sell it for 90 
cents a can, it is not so serious. 

Vice Pres. Loosti: If we are to get the volume, this lower 
price can mean a fair share of dollars out of Tor’s treasury, and 
Iam sure Harry would not agree with that. 

Gen. CounseL Hopper: In view of the problem that Mr. 
Nathanson raises, he tells us outright that price fixing would be 
illegal, shouldn’t we then go to a royalty of so many cents per can? 

Pres. Mayers: | wonder if that isn’t something we can let 
counsel work out later? I think the answer is pretty clear on the 
basis of the question that was raised. That is, whether we can 
do this on an established minimum price by Western. 

I would like to turn to another subject, perhaps the last one 
we will really have time for on the Western question, and that is 
this: suppose Western operates under this agreement for a period 
of years—lI think five years was suggested for the term of the 


agreement. The agreement then terminates, and Western insists 


it is going to use the trademark TorPeEL. Are we protected, and 
what do we need to do to be sure that we are protected on this 
subject? 

Gren. CounseL Hopper: What do you have to say on that, 
Mrs. Stoughton? 

CouNsEL StoucHtTon: Your contract should have an express 
acknowledgment by Western that its use of the mark, as your 
licensee, shall not give it any rights to that mark. And the second 
provision should be an explicit agreement that upon termination 
of the contract, either by expiration or for cause, they will imme- 
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diately discontinue the use of the mark in any fashion or for any 
purpose. 

GEN. CounsEL Hoprer: Wouldn’t we have to give them a rea 
sonable time to dispose of their stocks of cans bearing the ToRPEL 
mark they might have on hand? If we didn’t, we would probably 
have to compensate them in some way. 

CounsEL Stoucuton: That is a subject which your commercial 


people may want to work out. I would say this: if the supply 


they still have on hand is perfectly satisfactory by your standards 


for the product, there is no legal reason why they should not con- 
tinue to dispose of it. That should be by sale in the normal course 
of business, however, and not just dumping it on the market. 

Gen. CounseL Hopper: I suppose then, if the company for 
some specific reason didn’t want them to sell their remaining stock 
we would have to repurchase it. So we should have a repurchase 
provision. 

CouNnsEL StoucHuton: I think it would be very wise to incor 
porate that in your contract. And if you terminate the contract 
beeause they fail to live up to your specifications (you certainly 
must have the right to do that) then you will want to make sure 
that the product does not go out into the market at all, either 
through them, or by your own company. 

The provision which, in my opinion, is perhaps most impor 
tant, is that they shall not produce or finish any more stock after 
notice of termination to dispose of after terminating the contract. 

GeN. CounseL Hopper: Are those the provisions we discussed ? 

Vice Pres. Loositr: Since there are similar products to this 
on the market, our good name, torPeL, should be protected. It 
would be disastrous if they turned out a product even similar, in 
order to call it rorpeL. So I assume you will take this into con- 
sideration when drafting the agreement. 

Gen. CounseL Hoprer: Suppose we received information that 
they have 20,000 cans already completed, or in process of manu 
facture? 

Vice Pres. Loosuti: I think on that we might best work out a 
repurchase agreement. 

Pres. Mayers: Well, ladies and gentlemen, my secretary just 
signaled me that it is time for my mid-morning coffee break. 
[ suggest we adjourn for about ten minutes. 


(Recess ) 
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Moperator Ricwarps: Thank you, ladies and gentlemen, please 
take your seats. Mr. Mayers, I turn this back to you now. 
Pres. Mayers: I think we have now covered this situation to 


the point where counsel and management, acting jointly, may be 
able to draw up an agreement covering the proposed transaction 
with the Western Aerosol Company. Red, I think you have another 
proposal to make to us, relating to the use of our product by an 
original fabrie processor. Will you please tell us about that 


proposal. 

Vice Pres. Loostr: This is a very versatile product which, 
as I explained earlier, can be used at finishing plants where fabrics 
are treated or protected with TtorpeL, and made water repellent 
and soil resistant. Here, however, we propose to ship under the 
generic term; we do not propose to sell TorpeL. We will sell the 
chemical under its chemical name to these finishers. Then we 
will, if the fabric turns out all right through their processing, as 
tested by us, give them the right to use the rorpeL mark on their 
fabrics. 

Now, then, that fabric would go to cutters or garment manu- 
facturers, and the finished garments would be made from it. We 
would have a letter agreement with the cutter or manufacturer, 
pointing out that rorPEL is a valuable trademark and that the 
mark could be used only on approved fabrics. He could then hang 
a tag on his garment saying that it kas been properly protected 
with TORPEL. 

The purpose for this is to get the lady who goes into the store 
to know what our trademark really means. I hope it doesn’t end 
up like the Texan who went into a store and said, ‘“‘Lady, I want a 
girdle.” The salesgirl said, pLAayrEx? And he said, “Sorry, that’s 
a good suggestion, but I’m double parked!” (Laughter and ap- 
plause.) 

We want our trademark to mean more than that. 

That’s about all I can say in general about the shipping of 
the generic product, and then later transferring the name TORPEL. 

Gen. CounseL Hopper: I can see some problem there. Can 
we make our trademark mean all that, and if we do, can we prevent 
others from getting a free ride? 

Pres. Mayers: Excuse me, Walter, but I am not quite clear 
about the nature of Red’s proposition, particularly where he said 
we are going to permit TOoRPEL to be used by the fabric processors. 
If he means we are going to permit the fabric processor to call his 





Vol. 51 TMR TRADEMARK LICENSING — DOMESTIC 995 


product “rorPEL Fabric,” that is a new idea to me, and | wonder 
whether we should undertake this kind of program, and if so, what 
problems we would visualize. 

GEN. CounsEL Hopper: Of course, what I had in mind, Harry, 
when I said I wonder whether we can make our trademark mean 
all the things Mr. Loosli said it would mean, was whether it could 
be used in that way. 

Mrs. Stoughton, what do you think of our ideas about this? 

CounseL StoucHuton: It would be legally possible, of course, 
to set up an arrangement under which the fabric could be manu- 
factured and sold as “torpEL Fabric.” But there, you would 
be making use of the mark as a trademark for the fabric, not 
for the repellent finish. I would very strongly advise against 
getting into such a situation. 

In the first place, that would mean that the fabric finisher 
or the fabric manufacturer, whoever applies the repellent to the 
fabric, would have to become a licensee of your company as a 
related user under the same kind of supervision and control as 
in the Western situation. You would have to have just as rigid 
a system of control, and exercise it just as thoroughly. 

[ think the point that it could dilute the distinctiveness of your 
trademark, is equally important from the practical aspect. Cer 
tainly what you want is to build up the rights in the mark as relat 
ing to your own product. You don’t want to distribute the good will 
of the rorPEL mark among all the people who may be using your 
product for all sorts of goods, which essentially you have no desire 
to control, and which you would not want to continue in the market 
on your own account. 

Pres. Mayers: Well, Red, if I understand counsel’s sugges 
tion, we are not in a position to let these fabric processors refer 
to “rorPpeL Fabric’ in their advertising. What alternative pro- 
posal do you have, which would permit us still to make effective 
use of the sales value of the trademark TorpeL, and conversely, 
permit the fabric processors to get the benefit of its sales value? 

Vick Pres. Loostr: Well, we would want to put on there, 
“Protected with rorpeL.” I have here a hang-tag; this is quite a 
large one (8 x 11”). If we could get people to use this size, we 
would do it, but they won’t! (Laughter) 

We have here, “Protected with torpeL, Water and Soil Re 
pellent Finish.” Then our signature is at the bottom. On the back 
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we have, “A rorreeL Finish Protects fabrics from wetting-through 
yet does not affect the hand.” 

This is very important in a finish. Sometimes fabrics improp- 
erly finished become hard and harsh and we don’t want that. We 
want a good “handle,” as we say in the trade. 


“Durable through repeated washings or dry cleanings. Wash 
in lukewarm water. Rinse thoroughly. 

“Ordinary spots may be sponged off with a damp cloth. 

“Grease spots come out in cleaning. 

“Resistant to perspiration stains. 


oe 


Stays cleaner longer.” 


Then we have the “R” indicating that it is a trademark of 
The Tor Chemical Company. This is just a suggestion that our 
advertising artist got up, and it may not meet the legal require- 
ments. 

However, to answer your questions specifically, I do not like 
to talk of *“‘rorpeL Fabrics” either. What we want to do is get 
the consumer to recognize that this fabric, which is in her garment, 
has been protected with this great and growing chemical, which 
we trademarked TorPEL. 

Gren. CounseL Hopper: What happens if somebody just goes 
into a store and buys one of our aerosol cans and then sprays it 
around the garage, and carries the clothes through the mist, and 
puts the tag on and says they are treated with TrorrpeL? They are 
not treated in the right way, and the garments do not repel either 
soil or water. What happens to our reputation? Is there any way 
we can keep people from doing that, Mrs. Stoughton? 

CounseL Stovcnton: I don’t think there is any way to stop 
people from saying, truthfully, that the garment they put out, 
or any other article they put out, has been treated with TorPEL, 
if in fact it has been. It does seem to me, however, that it may be 
possible to set up a system within the company’s control, which 
would enable you to prevent people from using a tag such as Mr. 
Loosli has shown to us here, unless you are satisfied with the 
quality of the work that is done in connection with the use of the 
tag. 


Gren. CounseL Hopper: What would the legal basis be for 


preventing somebody else from coming out with a Chinese copy 


of Mr. Loosli’s tag? 
CounseL Stoucuton: I think we have a legal basis, stemming 
from the Forstmann Woolen v. Mays ease, where the suit manu- 
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facturer was allowed, of course, to say that the suits were made 
with Forstmann Woolens, but he was not allowed to use the name 


and the design which were associated with the Forstmann com- 


pany in such a way as to lead people to believe that these suits 


had been made by that company. 

It seems to me we have an analogous situation here. I would 
like to know if Mr. Nathanson agrees with me about that. 

CounseL NatHanson: I quite agree with that, and there is 
another facet that | would like to diseuss here. .1 know that market- 
ing men, Mr. Loosli, do not like to get into semantics, but I also 
have noted with interest the example given by Mr. Hopper of 
someone spraying an aerosol bomb in a garage, carrying clothes 
through the mist and then using a tag which says, “Treated with 
ToRPEL.” Mr. Loosli’s tag says much more in that it states the 
fabric is “Protected with ToRPEL.” 

As I see it, the word “protected,” is in the form of, or has the 
nature of, a warranty. The fabric must be actually protected by 
the rorPEL product, not just treated by it. Nobody can legally say, 
“Protected with ToRPEL,” 
garment or fabric. In my opinion, the word “protected” has a 


unless there is actual protection of the 


definite meaning while the word “treated” does not. The applica- 
tion of the rorpeL repellent must have had a definite effect on 
the garment sufficient to protect it. 

Gen. CounseL Hopper: You think there is a real difference 
there? 

CounsEL NatHanson: I do. I think that with good advertis- 
ing, which emphasizes the word “protected” and which educates 
the public to look for this tag—because it says, “Protected with 
TORPEL,”’—these tags will come to have a definite function in con- 
tributing to the good will inherent in the TorPEL mark. 

Vice Pres. Loostr: I feel somewhat like the waitress who was 
taking the order of the professor one morning, when he said, 
“T will have strawberries and cream.” 

Like all good waitresses, she repeated the order and said, 
“Strawberries with cream.” 

He said, “Young lady, I will have strawberries AND cream.” 
She said, ““What’s the difference whether it’s strawberries AND 
cream, or strawberries WITH cream.” 

He said, “You tell me, is there a difference between a woman 
and child, and a woman with child?” (Laughter) 
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For the life of me I can’t quite get the difference between 
this “treated” and “protected,” so you will have to work this out, 
and I will do anything I can. But remember, we are here to make 
a buck. 

Pres. Mayers: You can say that again, Red. 

CounsEL NatHanson: Any chance of getting our fee paid? 

Vice Pres. Loost1: The chances are becoming dimmer by the 
minute! (Laughter) 

Pres. Mayers: We realize we have a problem when dealing 
with the unlicensed, unqualified person who chooses to use TORPEL 
in an improper way. I am glad to hear that counsel has indicated 
we do have a possible legal remedy in this exasperating situation. 
I think we ought to look a little more closely, however, at the 
proposals which counsel would offer to us for implementing this 
program for supplying original fabric processors, whom we do 
expect to allow to use some such phrase as, “Protected with 
TORPEL.” 

How must we approach this problem? 

Gen. CounsEL Hopper: I suppose we would have to have some 
quality control provisions, and we would also have to make it a 
matter of contract that they would use the tags and all the other 
things you want them to put on the garments. 

Do you have any thoughts, Mrs. Stoughton, on how we ought 
to put that in the agreement? 

CounseL StoucHton: I want to go back to something that 
Mr. Loosh said, as part of his statement of the proposal. That is, 
that the product will be sold to these processors under the generic 
term, and not with the trademark on it. I think that that is a 
very useful step, because it does mean that the processor will not 
have any excuse for using the TorPpEL mark unless he does it by 
special arrangement with you. Then, of course, the next step 
is to set up the standards and specifications as to the quality 
of the finished fabric, to be sure that it is, in fact, protected, and 
not just treated. 

There, we have the semantic distinction which was mentioned 
before, and I think we cannot over-emphasize it. That, of course, 
is going to involve not merely setting the standards, but carrying 
out an inspection system. 

GEN. CounsEL Hopper: Could we register those words: ‘“Pro- 
tected With rorreL”? Is there any way we can protect something 
like that? 
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CounseL StovucHton: I would not think so. You may be able 
to set up a special design, a quality seal of some sort, and get a 
registration on that basis, but for the simple statement, *Pro- 
tected With Torresen,” I think you would be refused registration. 

Gen. CounseL Hopper: But you think we should have a sep- 
arate arrangement with these people, instead of simply making it 
a regular part of our sales contract? 

CounsEL Stoucuton: I think that would be helpful, certainly. 

May | ask Mr. Nathanson to add to this, if he has anything 
to add? 

CounsEL NatHanson: I have nothing to add to this. I feel 
that Mrs. Stoughton has covered it very well. 

GreN. CounseEL Hopper: That means you won’t charge us for 
that? 

CounsEL NaTHANSON: We are working together on this! 
(Laughter) 

Pres. Mayers: I have some concern about the administration 
of this tag program. I recall we have had a similar problem in 
connection with our sale of motors to end-use manufacturers. 
While I don’t think the analogy is complete here, because of the 
character of the product we are going to supply, which is different, 
I do recall that we followed and insisted on some such procedure 
as this: at first, that the promotional attachments, that is the 


tags, be prepared by and in the format prescribed by us as the 


manufacturer. 

Secondly, that the number of attachments or tags supplied 
must be in accordance with the number of product units furnished, 
so that we are not in the position of supplying an unreasonably 
large number of tags, some of which might be misused, simply 
because, in effect, they were surplus. 

And finally, the limitations on the use of these tags are very 
clearly spelled out in the agreement which we have with the 
manufacturer, to whom the tags are being supplied—these being 
supplied only after he signs the agreement and orders the specific 
number of tags to which we have indicated previous consent. 

Vice Pres. Loostr: What we had planned to do here, would 
be to have all identification tags, labels, and other appropriate 
labels furnished by Tor. 

A fabrie supplier ships bolts of fabrics to a cutter. We will 
find out from the supplier how many yards he is going to ship 
to a cutter, and then notify the cutter that on his request to us 
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we would supply him with X number of tags based on the number 
of garments that could be cut from the yardage. Of course, 
the yardage would have to have been previously approved to carry 
the rorPeL label. In other words, we would supply him enough so 
that he could have one tag for each garment. 

CounsEL Stoucuton: I want to ask Mr. Loosh whether he 
contemplates any checking from time to time, to make sure that 
the number of tags and the number of finished garments, or other 
articles, would, in fact, correspond, so that the manufacturer 
would not have any real opportunity to use the tags on unau- 
thorized goods. 

Vice Pres. Loostr: Yes, we will check from time to time. 

We further propose in the agreement with the cutter that we 
will forbid him to ship irregular merchandise with any TORPEL 
tags on it. This inspection system, such as the one we have with 
Western, 1s an expensive proposition. However, we'll check the 
cutter periodically. The way we do it now is to test one yard of 
fabric in every 500 that is treated. We have the right, or propose 
to have the right, to go into a man’s plant and pick up samples 
on our own. 

Now, some fabric suppliers object to this. However, it has 
been pointed out to us by people who have been in the textile 
industry for many years, that some will get one good piece of 
goods approved (a piece of goods is about 80 yards). They will 
then put it on the shelf so that for every new batch of that color 
that is produced, they just take a yard of the approved fabric and 
ship it to us, so everything tests real good! 

There are honest people in this textile industry, but you have 
to watch them every second! (Laughter) 

CounsEL StoucuHton: When you speak of testing one yard 
out of every 500, I would like to know whether you fix the figure 
of 500 on the basis of that being one run of fabric? 

Vice Pres. Loosti: Yes. In the large finishing mills this is 
a standard run. Where there are specialty and higher-priced 
garments being sold, then we get the head end off of one of the 
pieces, and test that. We admit that this might be sloppy in regard 
to what you lawyers would like, but again, we are trying to make 
a buck, and the only way we know of, is to cut a few corners, and 
yet do our best to protect our trademark. 

Pres. Mayers: That is the kind of marketing manager [| like! 
(Laughter) 
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Well, now, I think, friends, I have one more proposal to lay 
before you that needs to be answered before we adjourn this meet- 
ing. That is, the matter of supplying the dry cleaning trade. I 
reeall that Mr. Loosli has proposed a deal with the We-Take- 
You-to-the-Cleaners-Company. Do you want to outline the terms 
of that proposal? 

Vice Pres. Loostr: This is another form of the bulk opera- 
tion, where we would ship in bulk containers to this supply com- 
pany. They act as the supplier to all of the thousands of neighbor- 
hood dry cleaning establishments. 

Here, we believe we are going to have to ship TorPEL, because 
we simply do not have the facilities to police every neighborhood 
dry cleaner that we believe will be using it. We believe that with 
proper instructions, and coupled with our national advertising so 
the TORPEL name is known to the public, or will be made known, 
we can just put the name TorPEL on this bulk can, and ship it to this 
supply company. Then, the neighborhood man can use the name. 
We will supply him with little tags he can slip into the lining of 
a raincoat; the tag will say, “Protected With Torpet.” 


GEN. CounsEL Hopper: Aren’t you going to have an insu- 


perable inspection problem there, if we have thousands of little 
dry cleaners who are authorized to put our label, “Protected 


) 


With rorpPen,” on the garments? 
really do it the right way? 


How do you know that they will 


Vice Pres. Loostr: Well, here is a case where we come down 
to the practical point of view, I believe. If a lady sends her rain- 
eoat or her husband’s raincoat to the cleaners, and it comes back 
and doesn’t perform, I am sure she is not going to go back to the 
Tor Company. She will first go to her own dry cleaner. Then, 
through our technical service, I am quite sure we will be able to 
convince this dry cleaner that he didn’t apply it correctly. 

Then, if we don’t convince him, we will have to get you into 
the act. 

Gen. CounseL Hopper: Are we going to affect adversely any 
of our trademark rights by this proposal? 

CounseL StoucutTon: As long as you are not taking any 
responsibility for the work done, it ought not to affect your trade- 
mark rights. It might affect your good will, but I should think that 
that, indeed, would be partly a matter of local dry cleaners want- 
ing to satisfy their customers. You have that much advantage. 
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Also, I think you would have an advantage in this respect: 
that you are not likely to get requests for such tags from a cleaner 


who is not truly interested in his business and in satisfying his 
trade, because he would not take the pains to put the tag on, 
unless it meant something for his own reputation and good will. 

| suggest that this would not be a matter of supplying the 
tags to the, let us say, “National Cleaner Company,” but, again, 
having the local man make his own request to the company for the 
tags. 

GEN. CounseL Hopper: You don’t see any danger that some 
of these local dry cleaning people might build up adverse trade- 
mark rights against us, by using TorpeL for their dry cleaning 
service? 

CounsEL Srovuenton: If they attempted to make such use 
as that of the trademark, you would certainly have, in my opinion, 
every right to make an objection and bring an action, if necessary. 
I was talking only of the tags, such as Mr. Loosl proposed, which 
would, by the way they were set up, protect you from having any 
claim made by the dry cleaner himself, that he had appropriated 
the mark. 

Gren. CounseL Hopper: What I had in mind was some cleaner 
who had the bright idea of saying, ‘‘We TorPELIzE.” 

CounsEL Stoucuton: I think that is something which should 
be stopped as promptly as possible. Mr. Nathanson, do you agree 
with me, that you should not tamper with a trademark in that 
way? 

CounsEL NatHanson: Yes, I feel the mark should be kept 
exactly as we have registered it. And if we decide to use it in any 
particular script, it should be kept in that script so there is a 
continuity of identification of the mark in the mind of the public 
—not of any variation of our mark—but of the mark itself. 

While I have this mike, may I ask a few questions on this 
subject of the neighborhood dry cleaner? 

Mrs. Stoughton has suggested, and I quite agree, that the 
local store should be required to request the tags directly from 
Tor Chemical Company. Would we have any control over knowing 
how much of the product they had purchased from “We-Take-You- 
to-the-Cleaners,” so that we could give them only a specified 
number of tags equaling the number of garments that they should 
process from the quantity of TorPeEL purchased in bulk? 
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Vice Pres. Loostr: No, because with the literally tens of 
thousands of dry cleaning establishments in the country, this 
would be an impossible task, and we just could not do it. 


I may be getting versatile again; I may be changing signals 


on you. What we really proposed, what we really could do, is 
perhaps in the top of the drum have an envelope, and in that 
envelope have the appropriate number of tags for that quantity 
of torPEL. Would this be satisfactory to you? This would cut 
down our paper work tremendously, yet get the TorPEL name to 
the dry cleaner, and eventually to the public, in the least difficult 


way. 

Is this suggestion good? 

CounsEL NatHanson: I think that would be helpful, because 
there would be some control, here, in the sense that if they try to 
skimp on the amount of TrorPeL used on each garment so they have 
some left over, they wouldn’t have enough tags for all the gar- 
ments processed. However, in my opinion, in the case of the dry 
cleaners as distinguished from the fabric manufacturers, it would 
be safe for the tags to merely say, “Treated with TorPEL,” rather 
than, “Protected with TorPEL,” because there cannot be as much 
control as I should like to see. 

Vice Pres. Loosit1: That’s right. 

Pres. Mayers: Well, gentlemen, my summarization of the 
discussion you have just put before us on the matter of the dry 
cleaning problem, suggests to me that in this area, in particular, 
our best bet is a thorough-going educational effort, coupled with 
as conservative a program as we can develop, but without any 
complete expectation that we will be able to control completely 
the use of the name ToRPEL in occasionally misleading contexts 
by dry cleaners. We realize, of course, that we would need to 
react as violently as we can, in legal terms, to any flagrant or 
notorious abuse which might be perpetrated. 

It seems to me that as a result of our discussion this morning, 
we have developed a promising program for the distribution of 
TORPEL. I personally am extremely optimistic about this product. 
As a matter of fact, the net result of the discussion we have had, 
leads me to the conclusion that we should immediately undertake 
a new stock offering for The Tor Chemical Company, and I think 
we have some splendid prospects for the sale of that stock right 
here in this audience. (Laughter and applause) 
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l am going to turn the microphone back to our Moderator, 
knowing that we have finished a few minutes early. I invite his 
expression as to whether he wants to ask some questions or adjourn 
the meeting. 

Moprrator Ricuarps: Mr. Mayers, we have had two ques- 
tions on the domestic program, so far, perhaps there are others, 
and we will get to those, perhaps this afternoon. 

This question is directed to Mr. Nathanson: 


(JUESTION: Western is manufacturing and selling TORPEL in 
exclusive territory for The Tor Chemical Company. Why cannot 
Tor Chemieal Company establish the price for its product, to 
a mere licensee? 

CounsEL Natuanson: I don’t know whether there is any 


particular significance to be given to the word “for’’. I noticed, 


Stewart, you emphasized “for”. If we mean by the word “for” 
that they are acting merely as our agent, then we do not have 
this problem of price fixing. However, at the end of the question 
the word “licensee” is used. This brings us back, again, to some- 
body who in a sense is in competition with us on TORPEL. 

So far as I know, the Fair Trade Laws do not provide for 
protecting your trademark by price control, where your arrange- 
ment is with somebody who is on the same level with you and 
may be in competition with you. 

Moperator Ricuarps: The next question is not directed to 
any individual, so I will make this microphone available to Mrs. 
Stoughton. 

Question: What is the consequence of failure of the licensor 
actually to test the licensee’s product? Does the licensee acquire 
trademark rights? Or is the mark lost as generic? Then, the 
writer asks: “Or what”? 

CounseL Stovcuton: I think the very best that could be 
salvaged out of such a situation, would be that The Tor Chemical 
Company might retain trademark rights in the territory which it 
was serving, and the licensee might be able to claim that it had 
acquired trademark rights in TorPEL in the area which it was 
serving. 

However, I believe that in putting it that way, I am taking a 
very optimistic approach in even suggesting that the trademark 
would survive. The function of the trademark, of course, is to 
indicate origin, or the sponsorship or responsibility for the prod- 
uct. If there is no control over its use by the licensee, the mark 
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ceases to have any significance in relation to The Tor Chemical 
Company, with respect to the goods. 

| would think the most likely result would be that the trade- 
mark would be lost entirely, both for The Tor Chemical Com- 
pany and for the licensee. 

Moprerator RicHarps: Thank you, Mrs. Stoughton and Mr. 
Nathanson. I have no more questions. However, a suggestion 


was made which the audience might relish: that surplus eans of 
TORPEL, after termination of the contract with the licensee, should 
be sent to The United States Trademark Association’s next annual 
meeting for the grab bag. (Laughter and applause.) 

I don’t want to impinge upon the luncheon hour. It is getting 
very close to noon, and I think what we will do is withhold any 
further questions until the close of the session this afternoon. 
Please be prompt. At two o’clock we will convene back here, in 
this room. Thank you. 


(Whereupon, at 11:50 o’clock a.m., the meeting adjourned for 
luncheon, to reconvene at 2:00 o’clock p.m.) 
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TRADEMARK LICENSING—FOREIGN' 
AFTERNOON SESSION 
May 19, 1961 


The afternoon session of the 84th Annual Meeting of The 
United States Trademark Association convened at 2:15 o’clock 
p.m., William P. Walsh presiding; Mr. Stewart W. Richards, 
Moderator. 

Moperator Ricuarps: All right, gentlemen, we are ready to 
start the second phase of the program. 

This morning our Panel confined its deliberations to the 
domestie scene. As I earlier explained, the company was explor- 
ing the possibilities of licensing also in foreign countries. At 
this afternoon’s session the management team of The Tor Chemi- 
‘al Company—President & Treasurer Harry Mayers, General 
Counsel Walter E. Hopper, Jr. and Vice President of Foreign 
Marketing, Sergio Finzi—will call in as consultants Dr. Stephen 
P. Ladas, of Langner, Parry, Card & Langner and Mr. Francis 
J. Sullivan, of Liddy, Sullivan, Hart, Daniels & Stemple. 

I believe the Panel is ready. Are you ready to start, Mr. 
Mayers? 

Pres. Mayers: Yes, we are ready. 

First, I should like to cover a point on which I had a good 
many questions during the noon hour. That is, how I came to be 
President of this corporation in spite of the apparent lack of 
qualifications to hold any executive position! (Laughter) I am 
as much mystified as you are, and all I can say is that since that 
man in the accounting department stepped on my IBM ecard 
with spiked golf shoes, the most amazing things have been happen- 
ing! (Laughter and applause.) 

I felt somewhat at home in this morning’s discussion because 
of the wonderful job The United States Trademark Association 
did last year, when we adopted the trademark TorPEL, in explain- 
ing to me the elements of the United States trademark law. I 
feel quite different about this afternoon’s foreign trademark dis- 
cussion. As a matter of fact, I feel very much like the janitor 
in a Southern drug store, who was sweeping out the store late 
one afternoon after the proprietor had gone home. There was a 
ring on the telephone, and the man picked up the phone and 
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answered it. It was a doctor whose query was, “Do you have 
any streptocyclon in stock?” 

There was a long silence, and finally the janitor said, “Doctor, 
when I said ‘Hello,’ I done told you all I know about this opera- 
tion! (Laughter and applause.) 

I would like to start the discussion on our business problems 
this afternoon, with a couple of preliminary questions about which 
I am considerably perplexed. The first is, since we have not done 
any foreign business in the past, can we and should we register 
our mark TrorPEL abroad, in the countries in which I know we are 
going to be considering licensing operations; or should we defer 
doing this to avoid the expense of registration until we have 
sufficient business abroad to pay for such expenses? 

Can one of our lawyers answer that for me? Perhaps Mr. 
Sullivan can. 

CounsEL Sutuivan: If you plan to file the applications through 
our office, by all means register the mark in every country pos- 
sible! (Laughter.) 

Gren. CounsEL Hopper: Well, this is a serious proposition. 
Foreign operations are new to us and, for that reason, I have 
asked the two distinguished experts in the field of foreign trade- 
mark protection and licensing to join in the meeting this after- 
noon—Mr. Sullivan and Dr. Ladas. I am sure you know both of 
them by reputation. 

Of course, in our present situation we are not looking at the 
whole world, but we are looking at particular areas where we will 
be considering propositions. I think from our experience in the 
United States, that we probably will want to register our trade- 
mark, but perhaps, Mr. Sullivan, you can advise us whether it is 
really essential that we spend the money for a registration pro- 
gram, before we know whether any business is going to develop 
in these particular areas. 

CounsEL Sutuivan: There is no question about it. You may 
defer the expense of foreign trademark registrations. However, 
I would not recommend such action. If you defer obtaining regis- 
trations, you may find that someone else has already obtained a 
registration for TORPEL in one or more countries which you con- 
sider to be potential markets for your product. 

A foreign trademark registration is somewhat like an insur- 
ance policy. It gives you protection. There are various advan- 
tages of a foreign trademark registration. In the first place, 
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many countries conduct a preregistration examination of existing 
registrations. Henee, the existence of your registration would pre- 
clude some third party from obtaining a registration, either for 
your identical trademark or for a mark confusingly similar to 
your registered mark. 

Another point to keep in mind is that in most countries if you 
do not have a trademark registration, you really have no ade- 
quate legal remedies. If you have a registered trademark, you 
can institute a trademark infringement suit; otherwise you may 
find yourself confronted with a “passing off” action. That is 
rather expensive compared to an infringement suit. 

Also, in many countries the ownership of a registration will 
preclude your being charged with trademark infringement by a 
prior user, who has used the mark in that country before you, 
without the benefit of a registration. 

Now, you mentioned that you do not anticipate going into 
countries throughout the world. I would then suggest that you 
eonsider the potential markets for your ToRPEL product. As 
you probably know, unlike the United States, most countries do 
not require use as a prerequisite for registration. 

GEN. CounseEL Hopper: That was one question I was going 
to ask you. 

CouNSEL Suuuivan: In the United States we all know that 
you must use your trademark in interstate commerce before you 
can apply for registration. The only other three countries that 
have what you might call comparable requirements are the Philip- 
pines, Burma, and Puerto Rico. In Puerto Rico, you ean apply 
for registration based on your United States registration, but for 
all practical purposes you should use your mark in Puerto Rico, 
and then apply for a local registration. 

We have found by experience that if you sue a local infringer 
in Puerto Rieo, you will get much better satisfaction, or much 
better action in the local courts on the basis of a local Puerto Rican 
registration, than you will on your United States registration, 
even though your United States registration does extend to Puerto 


Rico. 

GEN. CouNnsEL Hopper: Probably our area of interest will 
be North Europe and perhaps the British Commonwealth. I sup- 
pose the first step will be to make a search. Do we have to search 
in every country, or is there some central search bureau? Or, 
could we select a few representative countries and then, depending 
on what searches there show, take a chance and go ahead. 
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CouNSEL SuLLIVAN: There is no such thing as a central search 
bureau in so far as foreign trademarks are concerned. Perhaps 
you are referring to the International Bureau in Switzerland. 
The United States is not a member of the Arrangement of Madrid, 
1891, which set up the Bureau for the international registration of 
trademarks. 

After a national of a member country obtains a trademark 
registration in his home country, he can deposit an application 
for an international registration with the Bureau, and specify the 
countries where he is interested in registering the mark. 

GEN. CounsEL Hopper: If we form a Swiss company, could we 
do that through this company? 

CouNSEL Suuiivan: Yes, you could, but I think Dr. Ladas 
will point out to you later in the discussion that it is always 
advantageous to control ownership of your foreign trademarks 
in your parent company. If I may, I would like to continue with 
your question about the International Bureau for searches. 

Although the United States is not a member of the Madrid 
Arrangement, and thus a United States company cannot take 
advantage of an international registration or a multiple interna 
tional registration if you wish to call it that, through the Inter- 
national Bureau, sometimes you can economize on the cost of 
searches by having a search made at that Bureau to ascertain 
whether or not your particular mark has been registered as an 
international registration. 

This is not a positive search because, for example, let us 
assume a German manufacturer has registered the Torre. trade 
mark in Germany. Ile may not seek to obtain an international 
registration for the mark through the Bureau and a search there 
would not reflect the existence of the German registration. There- 
fore, it is always advisable to have searches made in each and 
every country where you propose to use your mark. 

I would strongly recommend a search if you are about to 
commence use of your TORPEL product in a particular foreign 
country. If you have a long-range program you may consider filing 
the applications without searches in the anticipation that in the 
greater percentage of countries your application will be granted 
without being anticipated by a prior registrtaion. In this latter 
category, I have in mind countries where you do not contemplate 
early use of your TORPEL trademark. 
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Pres. Mayers: Here is another question which has occurred 
to me: suppose we have no foreign registration in a foreign 
country such as Great Britain, or for some reason we cannot 
get a registration, can we nevertheless go ahead with a trademark 
licensing program? 

CounsEL Suuuiivan: You really have nothing to license in 
Great Britain, sir, if you do not have a registration. Great Britain 
requires that all licensees must be recorded; but whether or not 
a licensee will be recorded, is discretionary with the Registrar. 
There is a certain procedure that we must follow, and as far as 
the licensing of an unregistered mark is concerned, there is a 
serious question as to whether or not use by the licensee would be 
for his benefit or for your benefit. 

If we were unable for any reason to obtain a registration 
for the trademark TorpPeL in Great Britain, I certainly would 
recommend that we adopt another mark and then register that 
mark in Great Britain. We would then apply to have our licensee 
in Great Britain recorded as a registered user of this registered 
trademark. 

Pres. Mayers: Walter, do you have any questions related 
to this line of discussion that you think we ought to cover? 

Gren. CounseL Hopper: I think it is apparent, Harry, from 
Mr. Sullivan’s remarks, that the first thing that we should do is 
to order a search in all of the countries of North Europe, to see 
if we can register our mark for the goods in which we are 
interested. 

CouNSEL SuLLIvAN: I might also add that in connection with 
searches, we always make it a practice to inquire of our foreign 
associates whether our trademark in that particular country has 
an unfavorable or an obscene connotation. There are many words 
which are good, acceptable English expressions, yet in a foreign 
country it would be advisable not to use such terms as trademarks. 

Our search, therefore, would include this type of information. 

Pres. Mayers: With that background, I think we probably 
are in a position to consider the specific licensing proposals which 
our Vice President of Foreign Marketing has put before us in 
the memorandum which you have seen. Sergio, would you restate 
the proposition with any discussions which you think would be 
helpful, before we start our own discussions here. 

Vice Pres. Finzi: You were very kind to invite me here this 
morning to attend the discussions which took place on the do- 
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mestic situation, so that I would have some knowledge of the 
problems and of the difficulties involved. Actually, from what | 
heard this morning, so many problems existed and so many diff- 
culties were outlined, that you have probably lost your Foreign 
Marketing Vice President and your foreign propositions as well. 

You told me, when you started this business, to try to get 
you some business abroad and to make as much money as possible 
with as little investment as possible. Now, | just heard that we had 
to start searching all over, and registering all over. We had, this 
morning, to travel to every country to pick up samples, to be sure 
that the quality would be in order. I really don’t know how 
we are going to do it, but let us get to some specific proposals 
that we have, and maybe we can work it out from there, if we 
have the money to do it. 

CounsEL Sutiivan: May I ask if somebody will assure pay- 
ment of our bill, if you are so money conscious? 

Pres. Mayers: I think the discussion of money in the Tor 
Company is ill-placed. We are solvent. 

Vice Pres. Finzi: I wanted to say, of course, that the good 
work that my friend Mr. Loosli has done in the domestic market, 
and the wide advertising that he has done for our product ToRPEL, 
has created such an interest abroad, that even before we made up 
our own minds on what we are going to do abroad, we have 
already received a number of requests. And it was because we 
had these requests that I came to you with specific proposals. 

The first one is a proposal we received from a large chemical 
manufacturer in Germany. This firm now makes a line of deter- 
gents for household and industrial purposes. They want to make 
an agreement with us; they want to use our trademark Torpe. in 
connection with our product, but they also want to use ToRPEL 
in connection with their house mark, because of the excellent 
reputation they already enjoy in the German market. 

The Tor Chemical Company is not known in Germany, while 
the German name is, so our product will go much better if they 
use their own house mark. They want to be licensed for the manu- 
facture and distribution of TORPEL as a consumer item, and also in 
bulk form to manufacturers. They are willing, of course, to accept 
proposals on proper controls to protect the trademark, and so 
forth. 

Gren. CounseL Hopper: Well, Harry, this proposition gives 
rise to some questions right away. Let us make a search in Ger- 
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many at once to find out if TorPeL is available. If we obtain a 
registration in West Germany, we can then begin preparing a 
license agreement. 

Dr. Ladas, are we going to have to inelude in our license 
in West Germany and, in the other Common Market countries, 
the same elaborate provisions regarding quality control and in- 
spection that we have to include in this country? 

CounsEL Lapas: Well, to begin with, you cannot really license 
TORPEL in Germany. The lawfulness of a trademark license is not 
yet recognized. What you can do is to make an agreement. You 
give the proposed German licensee permission to use the trade- 
mark under certain terms and conditions. At the same time you 
covenant that, provided the German firm complies with such terms 
and conditions, you waive the right to consider such use of your 
trademark as an infringement of your registration. In other 
words, you license under a negative covenant rather than by a 
positive grant. 

The things that have been discussed this morning, such as 
the furnishing of specifications or standards to the authorized user 
in Germany, the inspection from time to time, the submission of 
samples, ete. must be required in the case of a German licensee 
as well. 

Gren. CounseL Hopper: The end result would seem to be the 
same. 

Mr. Finzi’s proposals raise another question. I understand 
that a trademark is supposed to indicate origin. Now here is a 
possibility that we may end up with two trademarks on our pack- 
age: that of the German company, and our own. 

Can we do this in Germany? 

CounseL Lapas: Every authorized German manufacturer, 
who becomes a licensee, would usually ask for the privilege of 
using his house mark or his trademark in addition to yours. Gen- 
erally speaking, this is always a very dangerous thing to do— 
dangerous legally and dangerous commercially, I may say. Le- 
gally, because you must always remember that a trademark indi- 
cates origin. When you have two trademarks on a package of 
goods, one owned by one party and one owned by another party, 
you create a doubt as to what origin those trademarks indicate. 


Therefore, it is not wise to allow the licensee to use his own 
mark in conjunction with your mark. But if the German firm is 
insistent, and you cannot have an agreement without it, then I 











Vol. 51 TMR 


TRADEMARK LICENSING— FOREIGN | ___ 1013 





think you should have the two marks spatially apart. The most 
advisable thing to do is to use the German licensee’s mark in 
conjunction with his name, so that it would be a symbol which 
identifies the manufacturer, rather than the product. If you do 
that, then the legal dangers are minimized. 

Commercially, you must realize that the product may become 
generally known under both marks, and if the agreement is ter- 
minated or cancelled, the German licensee will have developed a 
good will for the product under his name so that he may then drop 
your trademark and continue with his own trademark alone, with- 
out suffering any loss. 

GEN. CounseL Hopper: Should we insist that the German 
licensee indicate his status in some way, perhaps by always show- 
ing the word, “Licensee,” under his mark or under his name on the 
package? 

CounsEL Lapas: It is definitely recommended that there should 
be an inscription on the product, “Licensed by The Tor Chemical 
Company,” so that the use of the trademark will always be asso- 
ciated with The Tor Chemical Company. 

Gen. CounseL Hopper: I was talking, Dr. Ladas, with some 
people at the Pharmaceutical Club last week. They said that the 
Germans like to take your trademark and their trademark, and 
combine them to form a new trademark. 

Do you see any objection in that? 

CounsEL Lapas: Definitely, for the reasons that I indicated 
before. 

Gen. CounseL Hopper: Now, in considering our domestic 
problems this morning, it was brought out that some of the prod- 
ucts we make go to end users, such as dry cleaning establishments 
and to processors of textiles and fabries. 

Let us say that we have all quality control arrangements 
which have been recommended in our license agreement with this 
German company. What do we do about the end users of these 
products in Germany? 

CounseL Lapas: Well, when you go to Germany in particu- 
lar, where you do not have to have use of the trademark, either 
before or after registration, my advice is that you should register 


the trademark not only for chemicals, but also for fabrics, thus 
preventing any other party from using torreL for end products. 

Vice Pres. Finzi: I understood this morning, in the domestic 
discussion, that this would be undesirable because you dilute the 
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trademark, if you use it for more than one thing. Is that not true 
in the foreign field, because of differences in foreign registrations? 

CounseL Lapas: It is not dilution when you own the trade- 
mark for both kinds of products. 

Vice Pres. Finzi: But it is the same ownership. 

CounseL Lapas: There is no diverse ownership. 

CounseL Suuuivan: Not only that, but Dr. Ladas is recom- 
mending that the trademark registration be obtained merely for 
defensive purposes, so as to preclude a third party from obtaining 
registration of TtorpeL for the fabric. As long as you have such 
a registration and do not use TorPEL with fabrics, you certainly 
would not be diluting your TorPEL trademark as far as chemicals 
are concerned. 

GEN. CounsEL Hopper: At lunch a further consideration was 
discussed which could affect our whole concept of foreign opera- 
tions. We know that in Germany we can expect that the cost of 
making our product will be considerably below the cost of making 
it in the United States. 

Suppose we go abroad to make money, and get in touch with 
a low-cost producer such as this German company. Then he floods 
the market here, at prices we cannot meet? 

CouNSsEL Suuutivan: There is a very simple solution to your 
problem. Under our Tariff Act we can record your United States 
TORPEL registration with the Bureau of Customs of the U. S. 
Treasury Department. You are required to furnish a certified 
copy of your United States registration, and 700 printed copies. 
Up until recently it was 500 copies, but it is now 700 copies or 
facsimiles of your United States registration. In addition, there 
is a filing fee of $75. 

After your application has been accepted by the Bureau of 
Customs, these copies are distributed to the various ports of 
entry. The collectors are alerted to preclude the importation of 
any similar product bearing your TorPEL trademark, even though 
the product might be of your own manufacture and is being re- 
shipped to the United States by a foreign exporter. 

You ean control the situation by recording your trademark 
with the Bureau of Customs, and you can preclude the importation 
of any TorPEL trademarked products (assuming, of course, that 
they are water and soil repellents) unless that product is con- 
signed to you. If, by chance, a shipment is made into the United 
States without being brought to the notice of the Customs au- 
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thorities, when it comes to your attention you can alert the Bureau 
of Customs and they will actually make a seizure of that shipment. 

Therefore, I personally do not believe you need concern your- 
self about the possibility of any foreign manufacturers shipping 
their ToRPEL product into the United States, if you do effect the 
recordal of your ToRPEL registration with the U. 8S. Bureau of 
Customs. 

Vick Pres. Finzi: Since Walter was so unfriendly, I want to 
put out another question: my German licensee would be, without 
any real reason, of course, afraid that we might try to import 
goods made in the United States into his territory, and he has 
asked for an exclusive license, or exclusive arrangement, also 
excluding us from doing business in Germany. 

I heard this morning, about a case in the United States where 
territorial restrictions are objectionable, and I would like to know 
what the arrangement is in this case? 

CounsEL Lapas: In other words, you are saying that you 
would like to include in the agreement with the German company, 
a restriction that the German company will not export to the 
United States? 

Vick Pres. Finzi: No. They want to be exclusive in Germany, 
excluding also the TorPEL product made in America. 

CounseL Lapas: I think you should have no such clause. | 
feel that you should be able to persuade them that the difference 
in price and shipping costs would make it impossible for the 
American product to go into Germany. I think you should re- 
serve the right to be able to use the trademark, at any time, in 
Germany. 

Vice Pres. Finzi: My friend, you have given me a good 
commercial reason, perhaps, when you told me to use conviction, 
but I don’t think you have cited any legal reason for the limitation, 
and I thought that the lawyer’s job was that of answering the 
points of law. JI take care of the commercial end of the business. 
I say this because my prospect, as a business proposition, is a 
good party and very desirable. I think he can develop good busi- 
ness. He wants me to tell him how he ean do it. 

CounsEL Lapas: I am not unmindful of the problem that you 
may have in the United States, if you exclude yourself from 
importing into this country. That is part of the matter that 
Mr. Nathanson dealt with this morning. 
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Gen. CounseL Hopper: As a practical business matter, this 
is certainly something we should keep in mind. We might obtain 
a contract to treat all the Army raincoats, and there are Americans 
traveling in Germany. 

Harry asked me to bring up another point: our President is 
always au courant on these situations, and he is quite an expert 
on the Common Market—this combination of Germany, France, 
Italy and the three Benelux Countries. 

Now we have this deal in Germany. Are these German manu- 
facturers going to want to be licensed throughout the Common 
Market, so our hands will be tied if we get a geod deal in Italy, 
or is this to be limited to Germany? 

Vick Pres. Finzi: I think this is a by-product of my previous 
question: is there any limitation? Can’t we do it or can we give 
these people an exclusivity for Germany, excluding or not ex- 
cluding ourselves, or is there any American law or German law, 
which would be contrary to our so doing? 

I think this is the main question that I would like to have 
answered. 

Gen. CounseL Hopper: In other words, could we license them 
just for Germany, and could they agree not to export from Ger- 
many, and could we agree not to import into Germany? Could 
we be left free to go into any other country of the Common Market 
we want to go into, with a similar deal? 

CounsEL Lapas: No difficulty on the basis of the German law. 
I can give you that answer. As you know, Germany has an Act 
against Restrictions of Competition. That Act has Section 20 
dealing with agreements relating to the use of patents and trade- 
marks. It provides that such agreements are invalid if they impose 
restrictions in his business conduct which go beyond the scope of 
the protected right. 

But the section also provides that restrictions pertaining to 
territory shall not be deemed to go beyond the scope of the right; 
so you may restrict the sale of the product of the German licensee 


in Germany. 

We have another angle now. We have the Common Market 
‘Treaty which you previously mentioned. As you know, the draft 
Regulations recently published by the Commission of the European 
Community specifically provide that restrictions concerning im- 
portation or exportation of products within the Common Market 
are prohibited and such agreements are invalid. 
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Now, these Regulations have been submitted to the Couneil of 
Ministers of the Common Market last December. The Council of 
Ministers asked for the opinion of the Economie and Social Com- 
mittee, and the Parliamentary Assembly of the Common Market. 

The Economie and Social Committee has rendered its opinion. 
There was a division of opinion and its report will not be useful. 
The European Assembly itself is considering the Regulations now, 
and may render its report by next June-July. After they report 
to the Council of Ministers, this will decide approval or rejection 
of the draft Regulations and we shall know what kind of regula 
tions finally will be issued. 

The chances are, I am afraid, that the regulations will be 
rather severe. For the time being, the only change which may be 
made in the regulations is only to provide for optional registration 
of agreements, rather than compulsory, as the regulations now 
provide. However, I am afraid that the substantive provisions 
will not be changed, and if they follow the present draft, it will 
mean that the agreements which contain territorial restrictions 
will be void. 

Therefore, my suggestion is not to include any territorial 
restrictions in a license agreement of this kind, and to rely merely 
on the protection of the trademark. In other words, as I said 
before, an agreement authorizing the use of the trademark in 
Germany, is not really a license. It is a negative covenant on the 
part of the trademark proprietor that he will not consider the 
use of the trademark in Germany as being an infringement of his 
trademark. 

Since the agreement is so limited, it is clear that any use 
by the licensee of the trademark, outside Germany, would not be 
covered by that covenant. Therefore it would be infringing on 
this title to the trademark. In other words, it is best to rely on 
the protection that the trademark would give you in the other 
countries, rather than on any specific restrictions. 

Pres. Mayers: I think I understood some of your very early 
remarks, Dr. Ladas, as indicating danger from the standpoint 
of the American Antitrust law, if we undertook to commit 
ourselves not to export from this country to Germany. 

As | understand it now, you are telling us that the prospective 
law of the Common Market, the developing law of the foreign 
countries with which we are concerned is also pointing in that 
same direction. 
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Is that a correct interpretation? 

CounsEL Lapas: Yes. 

CounseEL Suutuivan: But there is no problem, in our opinion, 
if you accept or will accept our earlier recommendation that you 
obtain registrations throughout all of Europe. In other words, 
you could preclude, as Steve has pointed out, the German manu- 
facturer shipping to Holland or to Belgium, or any other Euro- 
pean country, if you had your TorPeL trademark registered in 
such countries. And if the German manufacturer shipped to 
Holland, where you have a registration, he would be infringing 
your registered trademark in Holland. 

Therefore, for all practical purposes you can have territorial 
restrictions on the basis of your trademark registrations. 

As your international man is so economy-minded, may I point 
out one of the advantages of the Common Market. Since the first 
of the year a single registration may cover both Italy and France. 
You file either in Italy or in France and the payment of an addi- 
tional nominal filing fee covers the second country. 

This new arrangement does not cover existing registrations. 
Therefore, when your existing registrations in Italy and France 
become due for renewal, you will have to file separate renewal 
applications. But in the future, on any combined registration 
covering both Italy and France, it will be necessary to file only 
a single renewal application. Just think of the savings you are 
effecting! (Laughter) 

Gren. CounseL Hopper: That gives us a practical solution 
to the problem of the territorial limitation in this license. But 
what is our situation in the Common Market under the treaty, 
and with particular reference to the German antitrust law with 
respect to price fixing? 

CounseL Lapas: It is exactly the same. The German Act 
against Restrictions of Competition specifically authorizes or per- 
mits the licensor to fix the price of the product made under the 
license. But the Common Market prohibits agreements fixing 
minima, maxima or fixed prices. So, again we come to the same 
point that if we do fix prices in the agreement, you may come under 
the regulations of the Common Market. 

Vice Pres. Finzt: You stated that according to German law 
certain price arrangements are possible. What would be the point 
of view of the United States enforcement agencies on such ar- 
rangement, between an American firm and a German firm? 
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In other words, if we can do it in Germany, that is one thing: 
but can we do it from the point of view of our own laws here? 

CounseL Lapas: I will not answer that question, sir. I do not 
know American Antitrust law. 

GEN. CounseL Hopper: I have a further legal point here; as 
you know, in the United States when we draft these agreements, 
we include a clause to the effect that they shall be interpreted 
according to the laws of the State of New York. We do so because 
we are reasonably sure of the legal effect of our agreement in 
New York. 

Now we are going abroad. Can we provide that our foreign 
license agreement will be governed by New York law, if our for- 
eign licensees are agreeable? Will the German courts accept this 
provision? 

CounseEL Lapas: You ean do it, if there is no objection on the 
part of the German firm to do so. But whether it is wise, is 
another question. After all, if the problem is going to come up, 
and you have a problem of non-performance, or inadequate per- 
formance by the licensee, and you have the litigation in Germany, 
and you say that this agreement is to be governed by New York 
law—then you have the burden of proving the New York law to 
the German court, and proof of foreign law in Germany is an 
extremely difficult matter. 

You have to have a professional American lawyer go before 
the court when you have to prove a question of common law par- 
ticularly. My practical advice is not to have a provision of this 
kind. Do not have a provision as to what law shall govern, and 
when and if the issue comes up, and when the litigation comes up, 
determine as to the best practical way to handle it, at that time. 

Vice Pres. Finzi: Should we keep this in mind in other 
countries also, or is this particularly applicable to Germany? 

CounseL Lapas: This is particularly applicable to Germany 
and Austria. 

Vice Pres. Finzt: But you feel this would be best, as our 
counsel stated, since we are more familiar with our own laws than 
the laws of fifty or sixty other countries where I plan to do busi- 
ness with this rorPEL product? 

CounseEL Lapas: Frankly, I don’t see any practical advantage 
in having that article, because the particular problem is always 
litigated in the particular country. Having the burden of prov- 
ing the foreign law is always a difficult matter. Any inclusion 
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of such provision, as a practical matter, is not advisable. These 
license agreements are generally now more or less of standardized 
contents, and differences of interpretation or construction are not 
likely in foreign countries. I don’t think the conflicts of laws which 
occur in other fields, such as the real estate property law, trusts 
and employment contracts, are present in license agreements. 

Vice Pres. Frxzt: Would an arbitration clause be advisable, 
if we have to put in this contract some manner of getting together 
and trying to continue to have friendly relations? 

Pres. Mayers: I am very interested in your suggestion, be- 
cause I have heard it said that this is one way that businessmen 
cut down their legal expenses—by resorting to arbitration. 

Vice Pres. Fryzi: I am not very anxious or happy to pay 
legal fees, so I would like that, too. 

CounseL Lapas: I am in favor of an arbitration clause in 
agreements of this kind. As you probably know, the International 
Chamber of Commerce has an International Arbitration Com- 
mission, which has been functioning for twenty-five years and 
often deals with international agreements of this kind. 

If you prefer, you can have an arbitration clause in which 
the rules and regulations of the American Arbitration Associa- 
tion apply. But | think in contracts of this kind, which really 
raise questions of good faith between the parties, the arbitration 
clause is a wise clause to insert. 

GEN. CounseL Hopper: Of course, I know that you do not 
want to go into tax questions this afternoon, Harry, but I want 
to mention this problem so that we will be touching all the bases: 
if we go into this German deal, we really will have to look at the 
tax angles. There is the possibility of a withholding tax; we 
want to check the foreign tax credit situation. We will want to 
look at the tax treaties. The tax angle is going to be an important 
consideration in all these foreign propositions. 

Vice Pres. Frnz1: Since my President told me to be on the 
ball on that subject, and in spite of the fact that in the Tor 
Company we have no foreign experience, as you know, I have 
been reading and I have been discussing this matter. 

I must explain in particular that a good friend of mine “Mr. 
Finzi” works for a drug company and knows a lot about these 
matters, and he was mentioning having a Swiss corporation which 
would be licensed for know-how with the right to sub-license, to 
take care of all these foreign arrangements. 
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GEN. CounseL Hopper: Is that one of the tax loopholes Presi- 
dent Itennedy is so against? 

Vice Pres. Finzi: I think I read something about it—that is, 
to remove the company from Switzerland to Panama, because 
that is all right, as Panama is an underdeveloped country. Maybe 
sermuda would be a better place. 

Gren. CounseL Hopper: Should the drug company be giving 
you this advice? Are they practicing law without a license? 
(Laughter) 

Vice Pres. Finzi: I don’t know, but he seems to have been 
in this business quite a lot. 

Gen. CounseL Hopper: Just what are the advantages of set- 
ting up a Swiss corporation? 

Vice Pres. Finzi: Are you asking these questions of me, or 
are you asking them of counsel? I have just some ordinary pro- 
posals from the commercial point of view. 

CounsEL Hopper: [| think this is a question for Dr. Ladas. 

CounseL Lapas: Well, I think we all know that this setting 
up of a foreign-based operation, or foreign service corporation, 
ealls for particular study involving fiscal considerations, corporate 
and tax problems, management problems, and the like. Recently, 
it has become a rather frequent practice to establish such com- 
panies, sometimes for tax reasons but also for genuine commercial 
advantage. Usually, the country selected is Switzerland. 

There are several important factors: first of all, you make 
the tax arrangements with one of the Swiss Cantons where you 
pay least taxes. Usually, no taxes are imposed on profits received 
from foreign sourees, so that any license royalties paid by foreign 
sub-licensees of the Swiss subsidiary will not be taxed in Switzer 
land. But the main provision which led to this development, is 
this: you have all the royalties or dividends of subsidiaries flowing 
to the Swiss company and staying there, and being used for de- 
velopment of other markets, so that these monies are not coming 
into the United States and therefore are not subject to American 
income tax. 

As you know, the new tax bill may terminate this situation. 
I think there are merits, both commercial and legal merits, in 
this set-up, and efforts are being made to avoid changing the 
present income tax law deferral of taxation, until the profits are 


repatriated. 
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CounseL Sutuiivan: Dr. Ladas, do you think you could explain, 
if such a procedure is followed, that we usually recommend there 
be two separate agreements—one for the know-how and one for 
the licensing of the trademarks. 

The know-how agreement would provide for perhaps 95 per 
cent of the total royalties to be paid directly to the Swiss holding 
company. Then, the United States company would grant the li- 
censee the right to use our registered trademark, and we, in turn, 
would be paid a very small royalty by the Swiss company. | 
know you have had considerable experience with that type of 
arrangement, Steve. Perhaps you might wish to elaborate on it. 

CounsEL Lapas: Two things can be done in connection with 
the Swiss arrangement. One of the things that has been sug- 
gested time and time again, is to transfer the trademarks to the 
Swiss company, and then have it license others. This is unwise 
for several reasons, which | will develop if you wish me to. 

The other procedure is to issue a general license to the Swiss 
company and furnish to it all of the know-how and licenses under 
any patents and have it make the arrangements with individual 
foreign licensees. Now, the Swiss subsidiary can sub-license pat- 
ents and know-how to these licensees. But when it comes to licens- 
ing a trademark, that has to come from the American company 
under a formal license agreement. 

An arrangement under which a trademark is licensed to the 
Swiss company and the latter is permitted to sub-license to various 
manufacturers in various countries is not sound. First of all, you 
cannot sub-license a trademark in a number of countries. Cer- 
tainly, you cannot do so in British countries. You cannot sub- 
license a trademark in Italy or in Germany. 

In Germany, as | explained before, it is not really a license; 
it is only a covenant that you are not going to consider the use 
by the licensee as an infringement under certain conditions, and 
the only person that can give that covenant is the trademark 
proprietor. 

I said before that it is unwise to transfer the trademarks to 
the Swiss company, and I would like to explain why it is unwise. 
There are several reasons. One of the reasons is that it is gen- 
erally wise to keep title in these very valuable rights and prop- 
erties, such as TORPEL, and keep that in the American company. 
If you do not do that, you may expose yourself to various dangers. 
You know, I am sure, that a number of companies before World 
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War II had allowed trademarks to be owned by German subsidi- 
aries and they had infinite difficulties in getting them back. Some 
companies have allowed trademarks to be owned by Cuban sub- 
sidiaries and the companies have been confiscated, and the trade- 
marks cannot be saved. After the War, Great Britain nationalized 
a number of businesses and, together with them, the trademarks 
have gone also. 

Although nothing so drastic is expected right now in Switzer- 
land, 1 think the wise course to take is not to divest the American 
company of its trademark rights. 

My second reason is this: there has to be a central control 
of all matters relating to the trademark. You cannot have that 
control if the trademark is owned in foreign countries by the 
Swiss company. They may deal with the trademark or take a 
position against other parties which may embarrass you, or prob- 
ably affect your trademark protection elsewhere, where the Ameri- 
“an company owns it. 

No matter what careful procedures you establish, under which 
approval of all things involving the trademark will be exercised 
from America, it is unavoidable, if the title belongs to the Swiss 
company, that it will deal with the trademark in its own way. 
Remember always that corporations act through human beings. 
There will be a manager of the Swiss company who, being the 
manager in charge of the company, wants to do all things ac- 
cording to his own judgment. There may be a young man in the 
Legal Department in the United States who cares very much 
to have his own opinions carried out, and the Swiss Manager 
won’t want to submit to approval by this young man here. 

The third reason is this: you may change your mind about 
the Swiss set-up and want to liquidate the Swiss company. Then 
you will want to get the trademark back here. The tax agency 
in the United States may consider the return of the trademark 
as a liquidating dividend. And the trademark, in the meantime, 
may have been used extensively and acquired a very substantial 
good will. Then you will have quite a problem to pay the tax 
on the assessed value. 

A fourth reason is this: by placing the trademark in the name 
of the Swiss subsidiary for a number of countries, you may be 
creating a situation where you may be deemed to have created a 
division of territories. As you know—and this is not my field, 
and I talk very cautiously about this—intent as well as effect 
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is taken into consideration in antitrust situations. You may have 
had a very proper intent originally in placing trademarks in the 
Swiss subsidiary. But if the effect is that this ownership of the 
trademarks in the Swiss subsidiary has operated so as to prevent 
American goods from being exported there, by the creation of a 
legal barrier to such export under the trademark, then you may 
have trouble. 

Another thing that may happen is this: the management 
tomorrow may decide to sell the Swiss subsidiary, and your Gen- 
eral Counsel may be told that they sold the company, but the 
management may not know that the foreign trademark registra- 
tions, in the meantime, belong to the Swiss company. So they 
didn’t sell only the Swiss company, they also sold the trademark 
in all of the countries in which such company owned the mark. 

So, for all these reasons, and for several other reasons 
that I can enumerate, I think it is advisable to keep the trademark 
always in the name of the American company and never allow it 
to get out of its name. 

Gen. CounseL Hopper: Harry, | think that we have probably 
covered the legal considerations involved in connection with this 
German licensing. 

Pres. Mayers: Incidentally, | think the Swiss subsidiary idea 
is dead! 

Vice Pres. Finzi: I would not kill it so fast, but obviously 
this puts me on a spot because it seems to me that this company 
would have to make not one, but two, agreements, every time we 
license somebody. I think that is a point which is of interest 
because if it will not be a Swiss subsidiary, I think I will be faced 
with this problem in another country. 

It was stated that only the owner of a trademark can license 
the use of the trademark, while we are contemplating that we 
will be able, through a different entity, to have a right to sub- 
license the know-how involved in the manufacturing of our prod- 
uct. Now, the know-how of the product and its trademark are 
obviously very closely associated. I have had a request, and I see 
there is an interest in manufacturing the product insofar as this 
product ean be called ToRPEL. 


If the company gives the license for the know-how, cannot it 
license the trademark? Can this company at least promise to 
their licensee that they will take action to insure that the American 
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owner will give that license for the trademark? Otherwise, we 
will be out of business again. 

Pres. Mayers: Gentlemen, | recognize that we still have a 
few residual questions to discuss on our German proposal, but 
I am going to suggest that we defer those momentarily in favor 
of what I shall laughingly eall a coffee break. 

Gen. CounseL Hopper: Before we go, Harry, you know | 
had lunch with one of these English textile manufacturers the 
other day. He told me a story that shows the type of trouble you 
‘an get into abroad, when you are up against these tough foreign 
judges. 

A competitor of his who was being sued in London for goods 
sold and delivered, decided to take the stand in his own defense. 
After he was sworn he turned to the English Judge, and in all 
sincerity he said, “As God is my judge, my Lord, | don’t owe 
this money.” 

And do you know what that British Judge said? “He isn’t. 
Iam. You do.” (Laughter and applause) 


(Recess) 


Moperator Ricwarps: May I ask that you resume your seats, 
please. I think that we are ready to continue with the last half 
of the program. 

Pres. Mayers: I suggest we restate the proposition which 
we were discussing before we adjourned. 

Vice Pres. Frxzi: Briefly, to restate my question; it was if 
the licensing of the use of the trademark must stem directly from 
the United States owner of the trademark, then can the licensed 
company sub-license the know-how and manufacturing in one 
contract and at least promise that they will take the neecssary 
steps to insure that the United States’ owner will in turn license 
the trademark? 

CounsEL Lapas: The license agreement between the Swiss 
company and the ultimate licensee may provide that the Swiss 
company undertakes to arrange for the American company to 
grant a formal trademark license to such licensee. 

CounsEL Suutuivan: May I add to that? Your agreement 
with the licensee should have a provision in it that it does not 
become effective unless the Swiss company is able to obtain the 
license of the trademark from the American company. 
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Incidentally, Mr. Finzi, since you are so cost conscious, during 
the coffee break Dr. Ladas and I agreed that we would deduct 
from our hourly charge the amount of time we used in consuming 
the coffee. 

Vick Pres. Finzi: Well, we ourselves had already taken the 
necessary steps to deduct the cost of the coffee. (Laughter and 
applause) 

Pres. Mayers: I would say that that remark leads us directly 
into our last proposal, which is the one you put forward for the 
licensing program in South Africa. Will you please restate for 
us the nature of the recommendation that you have in this area? 

Vice Pres. Finzt: The South African proposal is from a 
company which has facilities for the preparation of aerosols, and 
would like to buy the bulk chemical from us, also with the right 
to sell it in large containers to local manufacturers of fabrics 
and garments. They would also contemplate checking, on our 
behalf, the proper use of the product by local manufacturers, 
and also to package it in aerosol containers for household use. 

It appears, however, that this company has no satisfactory 
system of distribution to the trade for consumer use. Therefore, 
it was suggested, instead, that they make available the aerosol 
containers either to our company or to a distributing firm which 
has outlets throughout South Africa. In fact, I have a request 
from a firm in South Africa who seems to fill these requirements. 
So I am proposing that we enter into two separate agreements, 
one with the manufacturer and one with the distributor, for the 
distribution of the aerosols. 

One point of importance in this agreement was stressed by 
the distributor. They would like to have a package as similar to 
the original American package as possible. They feel that in their 
market the goods of United States origin have a great appeal. 
Then, too, we are advertising in magazines and also in journals 
that reach quite a number of people, and possible consumers. 

Therefore, they want a package, if possible an aerosol package, 
which is just the same as the one we are selling in the United 
States, despite the fact it is made in South Africa. 


Gren. CounseL Hopper: Now, when we go abroad, speaking 
in the broadest terms, we will encounter two different systems of 
law; one we can call the common law system, being that system 
which stems from the common law of England and would include 
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South Africa; and the Civil Law system stemming from Roman 
law and the Napoleonie Code. 

So we have these two different legal systems, and it is un- 
doubtedly merely a coincidence that our two propositions should 
arise, one in a civil law country, and the other in a common law 
country. 

It might be helpful at the outset if I ask Dr. Ladas, even 
at his high hourly charge, if he would summarize for us the prin- 
cipal differences between these two legal systems insofar as they 
relate to trademark protection and licensing. 

CounsEL Suutuivan: My hourly charge is less, so perhaps I 
should do it! (Laughter) 

As a matter of fact, you might say we have three different 
types of countries: We have, of course, countries like Germany, 
which are very much in the minority, where licensing of trade- 
marks, as such, is prohibited. 

Then we have a second category of countries, mostly your 
continental European countries and Latin American countries, 
where there are no specific provisions for the licensing of trade- 
marks, but a trademark may be freely licensed on the same theory 
that you would license or transfer any property right. 

Then we come to the third category of countries, the regis- 
tered user countries. 

Prior to 1938, in Great Britain and all of the other British 
Commonwealth countries, the licensing of a trademark could in- 
validate the trademark registration. Since 1938, in Great Britain 
it has been possible to license trademarks. Similar provisions 
for the recordal of a registered user were subsequently adopted 
in South Africa and at the present time you may license the use 
of a registered trademark in South Africa. 

Now, there are certain basic requirements that must be met. 
You must file an application, jointly executed by the licensor or 
registrant, and the proposed licensee or registered user. You have 
to set forth in your application the provisions which you propose 
to take to safeguard the quality of the product. Usually, you 
will provide that the product is to be manufactured according to 
your specifications. 

You have the right to demand samples of the product. You 
support your application with the signed declaration or affidavit 
of an officer of the registrant company. In effect, you say that 
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the statement given in the application is correct. Over and above 
that you are supposed to submit an actual copy of the agreement 
between the parties. Our normal practice is to prepare what we 
eall an abbreviated form of agreement. It ineludes all of the 
pertinent provisions of the basic agreement, but we omit the 
provisions pertaining to the payment of royalties. 

Now, in South Africa you may have what is known as a sole 
registered user, or a non-sole registered user. That means that 
your licensee is to be either the only licensee throughout the Union 
of South Africa or one of two or more licensees. 

[f you provide he is to be a non-sole registered user, that 
gives you leeway so that in the future you can apply to have 
others registered or recorded as registered users in the Union of 
South Africa. It is possible, now, in the Union of South Africa, 
to license Company A for a particular territory, and also license 
Company B for another territory. Or you can license Company A 
and Company B for the same territory. 

The way the operation of sub-licensing usually works out 
is as follows: you provide in your application that the licensee 
is not to be the sole registered user. Your main licensee then 
comes to you and says that he is not in a position to manufacture 
a sufficient quantity of your TorPEL product to cover the demand 
for the product throughout the Union of South Africa. You can 
then record another company as the second licensee. 

The second company is not actually a sub-licensee of the 
original licensee as the registered user application will be from 
The Tor Chemical Company. In other words, you by-pass your 
main licensee because only the owner of the trademark has the 
right to lheense another as a registered user. 

Mr. Finzi, in his factual situation, spoke about a distributor. 
The only time you are required to record a licensee in South 
Africa is when the licensee is actually going to use your trademark 
with a product manufactured by him. In our factual situation 
we would license only the manufacturer, as the distributor would 
merely be distributing the product as the agent of the manufac- 
turer. Under such circumstances there would be no need to record 
the distributor as a licensee or registered user. 


Gren. CounseL Hopper: Is the situation the same in these 
British common law countries, such as the Union of South Afriea, 
with respect to use before registration? Do you have to use the 








Vol. 51 TMR 


TRADEMARK LICENSING — FOREIGN 


trademark before you register, or can you register on the basis 
that you have a bona fide intention to use the mark? 

Counset Lapas: In British common law countries, bona fide 
intention to use the trademark is sufficient. But when you have 
in mind that the mark be used by a licensee and you do not intend 
to use the registered trademark yourself, then the correct pro- 
cedure is to apply simultaneously for registration in your com- 
pany’s name and an application to enter the licensee as a regis- 
tered user. — 

Gren. CounseL Hopper: I have heard, too, that some of these 
countries, and perhaps this applies to both Germany and the 
Union of South Africa, have provisions that if you register your 
mark there, and then do not use it for a specific number of years, 
that any interested party can come in and file an application to 
remove your mark from the Register on the ground of nonuse. 

Is that the case in the Union of South Africa? 

CounsEL Sutuivan: That is basically correct, but may I re- 
vert to Steve’s last statement. In the past, the Union of South 
Africa (in this particular situation, it might not be applicable 
to your company since you have only one trademark) permitted 
you to file an application for registered user which would in- 
elude, let us say, two registered trademarks and two pending 
trademark applications. 

The Registrar would act immediately on the registered user 
application insofar as the two registered trademarks are con- 
eerned and would defer action on the trademarks sought to be 
registered. Very recently, within the past four or six weeks, the 
Registrar has ruled that he will not entertain a registered user 
application in respect of pending trademark applications. There- 
fore, in the future, when you apply for a registered user ap- 
plication in the Union of South Africa, you will have to limit it 
to registered trademarks. (Also see page 1036). 

GEN. CounseL Hopper: That would not necessarily affect a 
private license agreement between the parties, would it? 

CounsEL Lapas: You ask, is there any danger if the owner 
does not use the trademark? 

Gen. CounseL Hopper: The point I was really coming to is 
this: I know of, or I have heard recently, that in these countries 
if you do not use your mark for a certain period of time—I think 
in the British countries it may be five years—an interested party 
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may move to have your registration stricken from the register for 
nonuse. | 

Now I assume, but I would like to have you confirm it, if you 
do have a registered user, that use by the registered user would 
be considered to be use by the registered proprietor. Would that 
be true? 

CounseL Lapas: All of the British countries that have the 
registered user law have a specific provision saying, in effect, 
this: that the use of the trademark by the registered user shall 
be deemed to be a use of the trademark by the proprietor for all 
purposes under the Act and at common law. 

GEN. CounsEL Hopper: We may run into one other practical 
problem. Right now our company is using only one trademark, 
TORPEL. But who knows, we might develop other trademarks, such 
aS TORPELIZED, and so forth. 

Can we include in this license agreement some provision that 
will cover trademarks that we will later develop and register in 
South Africa, so we do not have to have a new license every time 
we register another trademark? 

CounseEL Lapas: No, you have to make a registered user entry 
in connection with every registered mark which you license. There- 
fore, when you get a new registration, you have to make a separate 
entry. 

GEN. CounsEL Hopper: In South Africa, Mr. Sullivan has 
pointed out that in connection with the entry of a registered user 
you do have to have provisions for control, for inspection and so 
forth. But what of the antitrust provisions that we have consid- 
ered in connection with Germany and the other common market 
countries? Do you have the same problems in South Africa? 

CounseEL Lapas: Again, the British Act provides (I am talking 
not of South Africa now, but of what the British Act provides) 
that any restrictions that are within the scope of the trademark 
right are permissible; what the corresponding provisions of any 
antitrust law are in South Africa, frankly I do not know. So far 
as I know, there are no provisions pertaining to the fixing of prices 
or territorial restrictions with respect to the licensing of a trade- 


mark. 

Gen. CounseL Hopper: While you are both here, you have 
heard Mr. Finzi’s statement of what he proposes to do in the Union 
of South Africa. Do any other difficulties occur to you that we 
might encounter? Can we accomplish what he wants to do? 
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CounseEt Lapas: I will mention one thing with regard to Ger- 
many: I think we concluded that it would be advisable to register 
the trademark rorpet for fabrics. 

With regard to South Africa, this is not essential. 

In British common law countries, particularly under Section 6 
of the British Trade Mark Act and corresponding provisions in 
the Acts of other British law countries, you may control the use 
of the trademark by a manufacturer of an end product by a con- 
tract in writing relating to the manner in which the marks are 
to be used. That kind of contract is not really a license, so you 
do not have to record the end user as a registered user. 

Gen. CounseL Hopper: This question of registering our mark 
for fabrics, say in Germany, and the same question may well arise 
if we go into other countries, is another point I want to bring out. 
As you know, in the United States our company has registered 
TORPEL. It is only registered, however, for a water and soil re- 
pellent. We are going to get into trouble if we register it abroad 
for goods not covered by our United States registration. 

CounsEL Suuiivan: Not unless you are thinking of going into 
one of the few countries that still require a basic home registra- 
tion as a prerequisite for registration. 

Gren. CounseL Hopper: There are still a few of those coun- 
tries? 

CounsEL Suuuivan: Yes, there are a few of such countries 
and, generally, if you have a registration in the United States for 
TORPEL for the chemical then in those countries where the United 
States registration is a prerequisite, it will generally be necessary 
to limit the goods to those covered by your United States registra- 
tion. 

Gen. CounseL Hopper: I suppose that might apply, too, if 
we should happen to go into some of the British colonies. Wouldn’t 
they require a basic registration in the United Kingdom? 

CounsEL Sutuivan: Generally, no. However, there are a few 
of the smaller British colonies that still require ownership of a 
corresponding trademark registration in the United Kingdom as a 
prerequisite for registration. 

Gen. CounseL Hopper: Of course, in the Union of South 
Africa we have Basutoland, Bechuanaland and Swaziland, the three 
protectorates. Wouldn’t we have to have either a South African 
or a United Kingdom registration to obtain protection in these 
three jurisdictions? 
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CounsEL Suuutivan: That is correct. You also have South 
West Africa which has its own trademark law. If your manutac- 
turer in the Union of South Africa proposes to go into South West 
Africa, you would have to apply for a separate registered user 
recordation in that country. 

Speaking of using the mark with fabrics, | might point out 
that the British Trade Mark Act specifically does provide for the 
registration of defensive trademarks. And this might be a good 
time to explain the meaning of the expression “associated mark” 
under the British practice. 

If you have your Torre. trademark registered in South Africa, 


or let us say Great Britain, for a water repellent, and you subse 


quently apply for registration of the mark in respect of a fabric, 


you may be requested to associate the second mark with the first 
mark. That merely means that you cannot assign one mark without 
assigning the other mark. I may add that I think a similar practice 
should be adopted here in the United States when the registrations 
are for the identical trademark in respect of similar products. 

And if I may, without monopolizing the mike, say this: there 
is a distinction to be made between the expressions “sole licensee” 
and “exclusive licensee.” An arrangement for a sole licensee means 
that you, as licensor, have the right to use the trademark without 
expressly reserving this right. You have not given an exclusive 
license. You are merely agreeing that the licensee is the sole 
licensee. There is a fine legal distinction to be made between “ex- 
clusive licensee” and “sole licensee”: for an exclusive licensee can 
object to the licensor’s use of the mark. 

GEN. CounseEL Hopper: There is one thought that occurs to me, 
and it is not going to make me too popular with the Board or with 
our Controller, but it seems to me that since it’s so important to get 
TORPEL registered in Germany and in the Union of South Africa, 
and since we may very well expand, wouldn’t it be advisable to 
immediately apply to register TORPEL in quite an extensive list of 
countries? This is not too expensive, is it? What do you think of 
that—registering quite generally, right at the beginning? 

CounseL Lapa: Well, of course, it costs money and in my 
opinion you should really make a selective list of representative 
countries, first. When you really have prospects of using this 
trademark in other countries then you register it in those other 


countries. 
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Gen. CounseL Hopper: Dr. Ladas, someone was saying the 
other day that they registered in every country in which registra- 
tion is possible, even in the Iron Curtain countries. Do you see 
any point in that? 

Counset Lapas: I think in some of the lron Curtain countries 
you should register. There is, for example, East Germany, and 
that country, today, is doing export business. It is being used by 
Soviet Russia for manufacture and export to other countries. 

Gen. CounseL Hopper: Isn’t there any system whereby we 
could save some money and still accomplish the same purpose? 
Isn’t there a central bureau we can go to? We were talking about 
the International Bureau. Can you obtain a registration there 
which would cover a number of countries for one registration fee? 

CouNSEL SuLLtivan: The answer to that question is no. May 
I just elaborate on Steve’s comment? 

If economy has to be effected, in listing any potential markets 
I would make a distinction between the so-called first user coun- 
tries, and the first registrant countries. Now, keep in mind that 
apart from the Philippines, Puerto Rico, and Burma, prior use 
is not required as a prerequisite for registration. But in many 
countries, although you ean obtain a registration without use, 
ownership of the mark is actually based on first user. So if it is 
a question of economy, I would consider obtaining my registra 
tions in my potential markets where the first registrant acquires 
exclusive rights to the mark, even without use. 

At the same time, | would make it a point, again without the 
benefit of registration, to use my trademark in as many countries 
as I could, so as to establish the first usage, whether it be a first 
user country or a first registrant country. 

I think we explained earlier that the United States is not a 
member of the Madrid Arrangement of 1891. Therefore, a United 
States registrant is not in a position to make any deposit with the 
International Bureau so as to obtain an international registration 
in those countries that are members of the Bureau under the 
Madrid Arrangement. 

GEN. CounseL Hopper: Will an advertisement that shows our 
TORPEL mark be considered “use” in these countries, or do we have 
to make an actual sale in the regular course of business? 

CounseL Lapas: Advertising in American periodicals which 
reach foreign countries, or even local advertising, alone, does not 
create a right of prior use without a few sales of products bearing 
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the trademark in the particular country. In British countries, 
you could arrange to make a shipment of samples together with 
negotiations in respect to licensees. That would establish prior 
user. 

Vice Pres. Finzi: May I try to pin that down? I am trying 
to apply what you just stated. You say that we have to make tech- 
nical use, that we have to make shipments, for example, from time 
to time, and that that would be satisfactory. 

In other words, it is not necessary for me, or it would not 
be necessary for me, to effect a sale in every one of these countries 
in order to register a transaction, if 1 have an invoice or something 
to prove that this transaction took place, or by frequently mention- 
ing, perhaps in correspondence, that this shipment of samples has 
taken place. This action has to be undertaken for how long a 
period of time, in order to establish a right? 

CounseEL Lapas: I also suggest that the shipment be a bona 
fide one. In other words, you make arrangements to find out where 
you can ship it. It can be a department store, some hardware store, 
in one country. Send it by regular bill of lading, or invoice, and 
note the fact that he writes back and says he has received the 
shipment. He does not have to pay for it, but you must have some 
letter or memorandum that he actually received this as a bona fide 
shipment. 

How often should you do this? I don’t know how many times, 
but at least once a year or once every two years. That may be 
sufficient, also. 

Vice Pres. Finzi: You also stated that this shipment should 
be made in connection with some negotiations for some license or 
some bona fide contract. Is this an essential thing, because this 
makes it more difficult? I can, of course, through friends arrange 
that they can give me some addresses abroad, and I can make an 
arrangement where these samples are to be shipped, which will not 
be too expensive. But if I do that, I don’t really see how, in good 
faith, I can state that I am trying to establish a commercial rela- 
tionship with every one of these firms, and every one of these 
countries. | 

CounseEL Lapas: That is why I suggested there be a bona fide 
commercial shipment, some actual dealer should get this shipment, 
one who sells those products or puts them on his shelves for sale. 

And remember, do this in conjunction with negotiations, and 
get a shipment of samples or a delivery of samples, before the 
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negotiations. If you are not negotiating with the licensee, then 
make a commercial shipment. 

Vice Pres. Finzi: I should send the samples, then, to a party 
in a certain country, telling him, for example, of these wonderful 
products and that we are sending him so many free samples, to 
try to sell them, and see how interested his customers are in it. 
Then, if he finds enough interest, we will do some business on it 
together. 

Gren. CounseL Hoprer: Would it not be simpler and less 
expensive in the long run to simply register the trademark rather 
than trying to establish use by making these shipments? What 
does it cost, on the average? 

CounseL Lapas: The cost is generally not high. 

Vice Pres. I'inzt: We sell our product for a very good price, 
but really, the cost of what I have proposed is limited. When you 
send it by sea, it is $10.00 for a minimum bill of lading, and you 
can have quite a package going out. 

I would like to know, more or less, if there is such a figure, 
how much does the registration abroad cost as an average? 

CounsEL Suuuivan: The cost of a foreign trademark registra- 
tion varies by country. If you will see me after this meeting, 
I will be glad to quote figures. 

I would like to get back to a question that bothers me a little 
bit, and perhaps it should be clarified. The general understanding 
in the registered user countries is that if you permit a licensee to 
use your registered mark without the benefit of the registered 
user recordal, your registered trademark is subject to cancellation. 

This usually occurs when you start an infringement suit 
against a third party, and that third party uses, as an affirmative 
defense, the fact that you have permitted another party to use 
your registered mark without the benefit of the registered user 
recordal. It so happens that our South African associate is pres- 
ent. Will he please stand? 

(William Houghton of South Africa rose, and was applauded.) 


Mr. Suuiivan (Continuinec): Up until a recent change in 
South Africa, it was understood that if you would file your reg- 
istered user application, the licensee could lawfully commence use 
of your trademark. The theory was that you put the Registrar 
on notice of the fact that: (1) you were applying for registration 
of the trademark; and (2) you were applying for the recordal 
of the registered user. 
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As I said earlier, the former practice was that in the registered 
user application you could have a combination of registered trade 
marks and pending applications. However, it is my understanding 
that the South African Registrar recently ruled that he will no 
longer entertain registered user applications, which include pend- 
ing trademark applications. 

My question now is this: assuming you had only a single pend- 
ing trademark application, may you file the registered user ap- 
plication before you have completed the registration of the trade- 
mark? Has he changed that requirement? 

Mr. Houcuton or South Arrica (Speaking from Audience) : 
You must wait until you have completed the trademark registra- 
tion. The Registrar takes the view that the registrant has nothing 
to license until the trademark application has matured into a reg- 
istration. He will not accept any registry agreements until the 
registration is in order or the trademark has been registered. 

CouNsEL Suuuivan: I thought it advisable to ask that ques- 
tion, because earlier the statement was made that in South Africa 
we could apply for registration of our trademark and, at the same 
time, apply for recordal of the registered user. 

We now know, however, that under the recent ruling of the 
South African Registrar, you must first complete the registration 
of your trademark before you can apply for recordal of the regis- 
tered user. 

Gen. CounseL Hopper: Well, Harry, I think we have covered 
all the trademark points arising from Mr. [Iinzi’s proposal. 

CounseL Lapas: May I ask a question? We were talking 
about all these agreements, provisions, and so on. I understand 
that you are going to give some know-how to these people who 
will be licensees. I haven’t heard a word about how you give 
know-how. 

Vice Pres. Finzi: That is such a seeret question we did not 
want to bring it up. 

CounseL Lapas: I understand it is seeret, but what I want 


to say is this: in order for the know-how to be proteeted you must 
include in the agreement appropriate and effective clauses. 
Vick Pres. Finzi: Of course, all the years of experimentation 
that we have put into the performance of this wonderful product, 
gives us the know-how, which is very valuable know-how that we 
have developed over these years. Up to a point, we have to give 
this know-how to the manufacturer so that he can make the prod- 
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uct according to our specifications. If there is some pitfall here, 
I would like to take a look at it. [am just wondering what I should 
do in order to avoid having this fellow just walk away with Mayers’ 
product. 

CounseL Lapas: If what you give, this know-how, is vital, 
and we do not want it to be published or used without your au- 
thority by third parties, you had better provide for that in your 
agreement, because most countries have no recognition of prop- 
erty in know-how. There is basically the protection under the con- 
tract, and what we are providing for in the contract is what 
counts. You have practically no protection outside it. In other 
words, if you wish to license your ToRPEL know-how to be used by 
the licensee only and not to be disclosed, published or communi- 
cated to other parties, the only way you can effect this is to provide 
specifically for that in the contract. 

There is also a further question: are you going to authorize 
the licensee to continue using the know-how after the termination 
of the trademark license agreement, or are you going to have no 
such clause? 

Vice Pres. Finzi: Let me take that part of it. First of all, 
I was indeed planning to include in our agreement a clause that 
this know-how should be only disclosed to important persons in- 
volved directly in the manufacture of the product, and that these 
persons should be required to sign a waiver that they are not 
going to disclose, to any unauthorized party, our know-how. 

But now you are a lawyer and | am a businessman, so | will 
ask you this question: what protection do I have against a crook, 
who is going to walk away from this firm with my know-how and 


’ Can I do anything 


technical knowledge, just to steal my product? 
about that? 

CounsEL Lapas: An employee of your licensee? 

Vick Pres. Finzi: Yes. And he has agreed he would not do it. 
He recognizes it is my property but in spite of this, he decides 
he wants to open a company to make a product I taught him how 
to make. 

CounseL Lapas: In most instances, under the law you can 
protect yourself against such a case. In other words, either on 
the theory of tort or on the theory of breach of trust or on the 
theory of contract, you usually can stop him from making use of 
the know-how. 
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Pres. Mayers: Well, gentlemen, I suspect there are still other 
aspects of this larger area of foreign licensing of trademarked 
goods which we could usefully explore. We have nearly used 
the time that has been given to us, and it would seem to me that 
we have put on the table most of the major elements of the trade- 
mark licensing problem. At least we are at a point at which our 
counsel and our marketing people may be able to prepare an agree- 
ment we would be willing to live with. 

[ am still very optimistic about the future of The Tor Chemical 
Company, in the light of the splendid qualities and splendid pros- 
pects of the products that this company has had. As a matter of 
fact, not only do I now propose that we recommend to our stock- 
holders a new stock issue, but I also think that I shall recommend 
to the Board of Directors that we increase our dividend rate. | 
want to defer this, however, until I have a chance to contact the 
individuals now present and discuss with them the legal fees which 
we have run up today. (Laughter) 

It has been a great pleasure to act as President of The Tor 
Chemical Company, particularly since I shall not have to live with 
the problems that we have created for it today. Thank you very 
much. (Applause) 

I! now turn the Chair back to our Moderator, Mr. Richards, 
who will take care of the question and answer period, which will 
follow. 

Moprerator Ricuarps: At the outset, some person asked a 
question which I do not think you need to answer, unless Mr. Finzi 
has a remark he would like to make on it. 

Question: If The Tor Chemical Company has not been doing 
any foreign business, what has the Vice President of Foreign 
Marketing been doing with his time? (Laughter) 

Vice Pres. Frxzr1: I used to work with Red in the domestic 
department, and that is why I had to ask the advice of “Mr. Finzi,” 
himself, the Marketing Manager, on how to run around and do 
some business, how to approach this, and I think he gave me some 
vxood ideas! (Laughter and applause.) 


Moperator Ricuarps: It is obvious, I might say, that we may 
not be able to get through all of these questions. Time will not 
permit it. I will ask the experts if they will try to limit their 
answers, and make them as succinct and short as possible. Here 
is one for Mrs. Stoughton. 
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Question: After termination of an exclusive distributors’ 
agreement, in the absence of contractual provisions for liquidation 
or disposal of inventory, can the former distributor properly con- 
tinue to advertise the product in the same manner as when he was 
an authorized distributor, as long as he has any of the goods? 

CounsEL StoucHton: I see no reason why he should not do 
so. We must have him bound not to make any further goods, upon 
termination of the contract, but unless the termination has been 
for cause, because of the poor quality of his goods, in my opinion 
he would be free, in the absence of other provisions, to continue 
his sale and to advertise, in order to continue his sale, until the 
stock is exhausted. 

Moperator Ricuarps: This one is for Mr. Nathanson. 

Question: If a customer purchases TorPeL in New York from 
the Eastern Distributor, may the customer legally resell the TorPEL 
in Denver where the Western Aerosol Company has exclusive 
rights? 

CounsEL NarHanson: Unless there is a contractual arrange- 
ment with the customer, which would not be likely, in my opinion, 
yes. 

Q@urstion: Aside from what other problems there may be, 
is there any real advantage in placing ownership of your trade- 
marks in a company whose situs is in a member country of the 
Arrangement of Madrid, and relying on an international registra- 
tion to protect your mark in those member countries? 

CounsEL Lapas: Well, assuming that you do disregard the 
reasons, which I suggested before, against placing the trademark 
in the name of a foreign subsidiary, then, of course, there is no 
reason why you could not have the subsidiary obtain international 
registration. Some companies do follow this scheme for the time 
being, and as a temporary measure they have the subsidiary reg- 
ister the trademark in its own name until they are sure they will 
go into business in the foreign country. At that time they then 
apply for registration, though only after the subsidiary renounces 
this international registration. So then there would be only one 
registration and in the name of the American company. 

@uerstion: In order to take advantage of the Madrid Arrange- 
ment, must you have an operating (manufacturing) subsidiary 
in a member country? Can you have just a sales subsidiary? 

CounseEL Lapas: Under the provisions of the Madrid Arrange- 
ment, the requirement is that the applicant for international reg- 
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istration must have a bona fide industrial or commercial establish- 
ment in a country which is party to it. Therefore, a branch of the 
American company established in a member country is sufficient, 
and a registration in that country in the name of the American 
company specifying that it has a branch in that country will suffice 
as a basis for the international registration. 

Question: Would it not have been better to search avail- 
ability of rorpeL abroad, before adopting the mark domestically? 

CouNSEL SuLLIVAN: You can answer that question yes or no. 
In our particular factual situation, we started locally here in the 
United States, and it is only because of the success of our TORPEL 
product in the United States that we have been receiving inquiries 
from potential licensees abroad. 

Now, having a search made throughout the world could be 
quite expensive, and I know that Mr. Finzi would never approve 
of such an expense. 

It has been my own experience that if a mark is available for 
registration in the United States, generally you will find it is 
also available for registration in foreign countries. 

If | were to make an exception, I would say that for a 
pharmaceutical product I would be inclined to make searches, 
but if the cost of conducting searches on a world-wide basis or 
in a large number of countries is a factor, and you do not plan to 
sell your product in foreign countries at this time, I would be 
inclined to go ahead and adopt and use my mark in the United 
States, obtain my United States registration, and then worry about 
the foreign situation when I propose to sell my product abroad. 

Vice Pres. Finzi: May I add a word of warning? If somebody 
is really considering for the first time venturing into the for- 
eign market, about this question of trademarks, in certain coun- 
tries, there are parties which have made their official business 
that of looking at successful American trademarks and registering 
them in their names. 

We have found this many times, so it is important enough, 
if you have any idea of getting into the foreign field, that you do 
take certain registrations in certain key markets, without losing 
too much time, otherwise, somebody else will have picked up the 
trademark. 

CouNsEL Suutuivan: Mr. Finzi, you will reeall at the outset 
of this conference, we recommended very strongly that you obtain 


registrations in all foreign countries. However, you would not 
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buy that. But now you seem to be coming around to our way of 
thinking! (Laughter) 

Question: An English subsidiary of a United States cor- 
poration uses a trademark belonging to its parent, before the 
latter applies for registration in the United Kingdom. (1) Will 
this invalidate the mark only so far as the United States parent 
is concerned, or is it invalid with respect to both parent and 
subsidiary? (2) Could the subsidiary apply for registration and 
then assign it to the parent? 

CounseL Lapas: The fact alone that the trademark belongs 
to the parent in the United States, will not prevent the English 
subsidiary from validly registering the trademark in its own name 
in England. If that subsidiary has, as a matter of fact, been using 
the trademark, it is the person who should apply for the regis- 
tration. Then, after the registration has been obtained by it, it 
ean be assigned to the American company without good will, as 
the British law permits. 

Moprerator Ricuarps: We have one here directed to Domestic 
Counsel. It is a little involved, so Mrs. Stoughton, perhaps you 
ean sketch this out very simply for us. 

QUESTION: Suppose Western Aerosol wants to set up several 
regional subsidiaries or sub-licensees in various Western states, 
which would handle manufacturing and sales in their areas. 

How should product and quality control be set up with respect 
to such subsidiaries and sub-licensees, so as not to endanger Tor’s 
rights in the rorPEL mark? 

CouNsEL SroucHton: [| think the answer to that is, that 
Western Aerosol is perfectly free to set up some subsidiaries, but 
it has no right whatsoever to sub-license the mark. The licensing 
must still come from The Tor Chemical Company, and the super- 
vision and control to follow must be carried out by the Tor 
Company, just as before. 

Moperator Ricuarps: Here is another one I will direct to 
you, on the same manufacturer: 

Question: If a licensed manufacturer of fabrics buys the same 
chemical from other sources, uses it properly as specified by Tor, 
and produces a protected fabric that meets Tor’s quality standards, 
can you object if he uses TorPEL on it? If so, why? 

CouNnsEL Stoucuton: Is it stated in this question that he is 
buying another product, not ToRPEL? 
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Moperator Ricuarps: It wasn’t stated, but I was assuming 
that that is so. 

CounsEL Stovucnton: Even though it may be the same chemi- 
eal which has been bought from other sources and even though 
it may be used in such a way as to produce the same results, 
there can be no right to use the TorPEL trademark on it, when the 
mark has never really been associated with the product. 

Question: Is not a covenant making Delaware law control 
almost the only way to avoid inequality of treatment of licensees 
in different countries—especially where all licenses contain a most- 
favored-nation clause? 

CouNSEL SuLLiIvan: I would say yes, and it has been my prac- 
tice for some years to follow that procedure. There was this im- 
portant litigation in Germany, handled by Steve, and after his 
experience in Germany he more or less convinced me that instead 
of using the usual wording that the contract will be governed 
by the laws of a particular state, in certain foreign countries, 
particularly Germany, it is advisable to omit that clause. 

There are undoubtedly two schools of thought. You take your 
pick and follow whichever procedure you prefer. 

Question: How far may the agreement go with respect to 
trademark use? May the licensee be estopped from future use of 
PEL Or TOR as a prefix or suffix of a coined trademark in the 
future, when the license is, perhaps, terminated? Here are ex- 
amples: SOILPEL, OF RAINPEL, Or TORQUE. We note that there are 
many marks with PEL as a part thereof, already on the market. 

CounsEL NatHanson: The agreement can go as far as the 
licensee will agree to. There is no reason why the licensee cannot 
agree that after the termination of the agreement he will not use 
any of these marks, whether or not they are actually similar to 
TORPEL. 

Question: Does recordal at customs prevent the importa- 
tion of genuine goods? 

CouNSsEL Suuuivan: Yes, if not consigned to the United States 
registrant. That is, if the recordal is made by the United States 
company, the United States company can preclude the importa- 
tion of all products bearing its trademark including its own trade- 
marked product. 

Let’s assume for the sake of argument that the recordal is 
made by a foreign national, let us say a German manufacturer. 
Then, in that ease, the German manufacturer cannot preclude the 
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importation of his own product into the United States. Without 
mentioning any particular names, there is a foreign manufacturer 
of typewriters who has built up a terrific market in the United 
States fdér*its new typewriter. It is in a position, now, where 
foreign exporters can ship the product into the United States and 
sell it in the United States for much less than the price of the 
typewriter being quoted by the United States distributor. 

Since the United States registration is owned by the foreign 
manufacturer, the foreign manufacturer is not in a position to 
preclude the importation of the genuine trademarked typewriter 
into the United States, regardless as to whom the consignee may 
be. It can, of course, preclude typewriters bearing its registered 
trademark which are not of its own manufacture. 

@uEsTION: Suppose a fabric manufacturer purchases TORPEL 
and treats his fabrics with less than a recommended quantity of 
product. (1) Can we prevent him from doing this by refusing 
to sell rorPEL to him? (2) Can we prevent him from saying, ‘Pro- 
tected With TtorPEL” on his own tags? 

CounsEL Sroucuton: The first part of that is the question, 
whether we can prevent him by refusing to sell TorPrL to him. 

If we ean still rely on the old rule, which permitted a company 
to choose its customers, certainly we are free to refuse to sell 
to him. And I think, certainly, the circumstances of this situation 
would be a good justification for refusing to sell to him. 

The second part of this question is, whether we can prevent 
him from saying “Protected With TorPeL” on his tags. 

I want to go back to the discussion this morning, about the 
possible distinction between, say, “Treated With torre.” and 
“Protected With tTorPEL”. If the statement “Protected With 
TORPEL” is a misrepresentation, certainly we should be able to 
prevent him from making it. That is a matter of unfair competi 
tion and deception of the public. 

Moperator Ricuarps: Here is one for Mr. Hopper. 

Question: Certain international law firms state that in order 
to obtain full tax benefits from a foreign-based company set-up, 
it is absolutely necessary for American companies to assign al] 
assets, including trademarks. From a tax standpoint, can any- 
thing be stated against this advice? Is there any argument against 
this advice? 

Gen. CounseL Hopper: I am not sure that I understand the 
question. When you say, “obtain full tax benefits from a foreign 
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based company set-up,” I assume that the tax benefits you have 
in mind are those arising from the fact that when you have foreign 
subsidiaries, the way the tax law stands at present, the American 
parent company does not pick up the earnings of the foreign 
subsidiary for United States tax purposes until they are remitted 
in the form of dividends. 

That being the case, if you have a foreign subsidiary, and 
that foreign subsidiary is making money in any way whatsoever, 
and does not remit it in the form of dividends, then you have their 
tax advantage. However, I am not sure that I understand exactly 
what is implied by the question. 

Moperator Ricuarps: I was a little hazy about it, also, but | 
think you have answered it as far as I understand it, anyway. 

Gren. CounseEL Hopper: I do not think that assignment of 
assets really has anything to do with the tax situation in the 
foreign subsidiary set-up. Under present law if you operate 
through a foreign subsidiary, profits are not taxed to the American 
parent company until they are remitted as dividends. If, on the 
other hand, you operate through a branch, there is no tax de- 
ferral. That is the tax advantage one usually thinks of in con- 
nection with a subsidiary operation. Assignment of assets would 
not seem to be a controlling factor. I hope that answers the 
question. 

Moperator Ricnarps: I am sure we all have had a full day, 
and we have a number of questions which obviously we cannot 
get to. However, I think we ought to let the ladies have the last 
word, so let me put this last question to Mrs. Stoughton. 

Question: Re: Dry Cleaners: could we get a service mark 
for TORPEL and perhaps allow licensed cleaners to say “TORPEL 
Processed” and thereby control the quality? 

CouNsEL StouGHton: I wish you had not been so chivalrous! 
(Laughter) I think that this would require a very complex set-up. 
In the first place, the cleaners give more services than the Tor 
Company at the moment is prepared to undertake. I actually 
don’t know how far it would be proper for the Tor Company to 
go in giving licenses, in relation to a service mark. I do not think 
at this moment that I would like the licensed cleaners to be able 
to say “TorPEL Processed” in just that way. 


I would like to pass the question on to my partner, Mr. Nathan- 
son, and see if he will add something to this. 
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CounseL NatrHanson: I do not see the same difficulty that 
Mrs. Stoughton sees, with the real right to do this. I do not see 
any reason*why TORPEL cannot become the service mark as well as 
the trademark. The first use could be by affiliated companies, as 
far as I can see it, although there is some authority the other way. 
But I think, certainly, that Section 2.58 of the Patent Office Rules 
recognizes that right. 

I do agree with Mrs. Stoughton that the actual inspection that 
would be required under the service mark would be at least as 
difficult as the inspection under the trademark. So | do not see 
that I would gain anything. 

Moperator Ricuarps: Well, now, ladies and gentlemen, as the 
walrus said, “The time has come.” We have all had a full day. 
The Panel and their experts hope that you have enjoyed this, and 
perhaps profited from it. Perhaps you may be willing to come 
back to another symposium next year. 

[ now adjourn this meeting until the program resumes at 


r 


six o’clock tonight. Thank you. (Prolonged applause.) 


(Whereupon, at 4:45 o’clock p.m., the meeting was adjourned. ) 


LL TT 
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NOTES FROM OTHER NATIONS 
By L. L. Gleason* 


Australia 
Extension of Time for Opposing Trademark Application Refused 

A trademark application was advertised after acceptance on 
October 20, 1960. The term for filing an opposition, or for apply- 
ing for an extension of time for opposing, expired on January 20, 
1961. On March 9, 1961, two affiliated companies filed applications 
for an extension of the period within which to oppose the applica- 
tion with the explanation that “cireumstances beyond the control 
of the person concerned” prevented the filing of an opposition 
within the period of three months provided by the law. 

I vidence in support of the applications for extensions of time 
was filed, and this showed that the Australian attorney who rep- 
resented the applicants had received instructions from his clients 
about four weeks before the end of the term of three months. 
However, the attorney was unable to attend to the matter im- 
mediately because of certain distractions, the instruction from 
his clients became attached to other papers that were to receive 
attention later, and the matter was overlooked until after the 
opposition term had expired. 

On April 12, 1961 the Registrar informed the attorney that 
he was not satisfied that the evidence on file showed that cireum- 
stances beyond the control of the person concerned had prevented 
the timely filing of the opposition. A hearing was requested, 
and at the hearing the attorney’s Counsel conceded that the 
failure to file the opposition in good time was due to inadvertence 
on the part of the attorney. He argued that the wording of the 
pertinent section of the trademark law was identical with that 
of the corresponding section of the Australian patent law which 
provides that an attorney’s omission, not in any way induced or 
contributed to by the applicant, was a “circumstance beyond the 
control of the person concerned”. 

The Deputy Registrar, before whom the hearing was held, 
did not aecept Counsel’s argument, stating that Section 160 of 
the Patents Act specifically provides a wider basis for establish- 
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ing a case for a special extension of time than does the cor- 
responding Section 131 of the Trade Marks Act. The word- 
ing of the respective sections of the two laws was formerly 
identical, but in 1960 the provisions of the section in the Patents 
Act were widened, without a similar change in the Trade Marks 
Act, and the Deputy Registrar added that “I do not think it is 
possible to apply parity of reasoning to the words of identical 
parts of corresponding sections of two Acts when the sections 
themselves in toto are different”. The application for extension 
of time was refused. 

(Decision of Australian Deputy Registrar of Trade Marks 
May 10, 1961.) 


Application for Registration of Trademark Refused on Ground of Descriptiveness 

An application was filed in Part A for registration of the 
trademark BRUSH BATH in respect of “preparations for cleaning 
brushes and rollers”. When it encountered official objections the 
application was transferred to Part B, after a hearing, but regis- 
tration of the mark in Part B was refused. 

In his written statement of reasons for rejection of the ap- 
plication the Deputy Registrar of Trade Marks pointed out that 
according to the dictionary meaning of the word “bath”, the term 
may include “any liquid in which objects are immersed” and that 
the word “preparations” includes liquid preparations. He cited 
“acid cleaning bath” and “hypochlorite bath” as two kinds of 
baths for cleaning metal parts and glassware, respectively, and 
he considered it quite possible that persons in the trade might 
wish to refer to a bath (in the sense of a liquid) for cleaning 
brushes as a “brush bath”. Therefore, he was not satisfied that 
the mark under consideration was capable of becoming distinctive 
within the meaning of Section 25 of the Act and the application 
was rejected. 

(Decision of Australian Deputy Registrar of Trade Marks, 
published August 24, 1961.) 


Brazil 
New Rule Relating to Trademark Renewals 
The Brazilian Government published in the “Diario Oficial” 
on October 5, 1961 Order No. 87 of September 29, 1961 which pro- 
vides that the Patent Office will no longer eall for the amendment 
of goods covered by registrations that are being renewed, and it is 








1048 THE TRADEMARK REPORTER Vol. 51 TMR 


possible that this rule will apply to renewal applications that 
were pending when the Order was published. 

Hereafter it will be considered that the owner of a registra- 
tion has a right to renew it for the goods and in the class covered 
hy the registration, and if some of the goods fall in another class 
because of a change of practice in the Patent Office, a notation 
as to the additional class will be put in the renewal certificate 
without requiring the registrant to incur the expense of renewing 
in an extra class. 

There has been no change in the official classification of goods 
in Brazil since 1945, but during that period there have been many 
changes of mind on the part of the Examiners and higher officials 


as to the classes in which some goods belong. 


Sweden 


Trademark Similar to Surname Registered 


An application to register the word mark mosi for partition 
walls and doors was rejected by the Patent Office on the ground 
that this mark was very similar to Mopy, an existing surname in 
Sweden. Two members of the examining board in the Patent 
Office did not agree with the rejecting decision. 

The applicants appealed to the Supreme Administrative 
Court and the Court requested the usual statement from the 
Patent Office as to the reasons for rejection of the mosi applica- 
tion. This statement was substantially as follows: The trade- 
mark law contains a provision against the registration of sur- 
names and the Patent Office has extended this to apply to any 
mark which consists of or contains something that differs only 
slightly from a person’s name. Also, the Patent Office attempts 
to follow as far as possible the practice of the central authority 
for surnames, a special Government agency for the granting of 
new surnames to persons who have non-distinective names. An 
informal inquiry to that agency had brought the reply that the 
surname Moby would be considered a bar to the adoption of the 
surname Mobi if anyone should try to get that name. 


The same two members of the Patent Office who had dis- 
sented from the decision to reject the mopr trademark application 
also dissented from the statement of the Patent Office to the 
Court. They believed that the Patent Office should not consider 
itself bound to follow the opinion or practice of the central au- 
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thority for surnames, and that even if the practice of the name 
authority had recently become somewhat stricter, that should not 
cause a similar development in the Patent Office. 

The Supreme Administrative Court on October 1, 1959 al- 
lowed the appeal and overruled the majority opinion of the 
Patent Office. The moni trademark was registered. 

(NIR, 1960, page 66.) 

(Iditorial note—This decision was rendered when the old 
Swedish trademark law was in force, but the law effective Janu- 
ary 1, 1961 contains similar restrictions regarding the registra- 
tion of surname marks.) 


Registration of Descriptive Mark Refused 

A manufacturer of milking machines applied for registration 
of the word KoNTROLA as a trademark for milking machines and 
accessories therefor, and other goods, and the Patent Office re- 
jected the application because it considered the mark descriptive 
of the goods. 

The applicant, a Danish manufacturer, appealed to the Su- 
preme Administrative Court, and included in its appeal a see 
ondary claim to the effect that the mark should be registered as 
a telle-quelle mark. The Patent Office in its statement to the Court 
mentioned that much attention was being given to checking or 
controlling requirements in the dairy industry and that the ap- 
plicant’s descriptive literature, on file in the case, showed the 
importance attached to these requirements by the applicant. 

The Court upheld the rejecting decision of the Patent Office 
in a decision dated November 26, 1959. 


(NIR, 1960, page 124.) 


Turkey 

The following is a translation of an interesting report on 
litigation in Turkey involving cancellation of a national trade- 
mark registration which in the opinion of the Court had been 
granted in violation of the rights of the owner of International 
registrations for a similar mark that had been extended to Tur- 
key. The report was prepared by Maitre E. D. Deris of Istanbul 
and it appeared in “‘La Propriété Industrielle” of May, 1961, also 
in “Revue Internationale de la Propriété Industrielle at Artis 
tique”’, 1961, p. 41. 
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Summary 


Although Turkey has denounced the Madrid Convention, in- 
ternational registrations prior to September 10, 1956, continue to 
be protected in Turkey. 

The mark peTroMAx, registered March 10, 1954, will there- 
fore be valid in Turkey until 1974, in virtue of its international 
registration. 

The marks peTroMAx and PETROMARKA are liable to confusion. 
The latter must therefore be done away with (prohibition against 
use and eancellation of its registration). 


Subject of the Litigation 


The counsel for the plaintiff claimed that his client, a com- 
pany domiciled in Germany, had created the mark PETROMAX to 
distinguish apparatus and instruments for illumination, heating, 
cooking, refrigeration; Janterns; burners and their accessories 
(and in particular incandescent lamps, wicks and gas-mantles), 
and that his client had registered it in its country of origin and, 
in 1924, he had registered it at the International Bureau, and that, 
consequently, this registration, in conformity with the provisions 
of Law No. 1619, assured him of protection in Turkey; that the 
date of the plaintiff’s last registration with the International Bu- 
reau was March 10, 1954, so that he enjoyed protection in Turkey 
up to the month of March 1974, and that furthermore his client 
had had the mark PeTromax registered in Turkey under four dif- 
ferent numbers; that the products bearing the mark PpETROMAX 
had been imported and placed on sale in Turkey; that the defen- 
dant had chosen the mark PETROMARKA, which resembles the mark 
PETROMAX and that he had had it registered with the Ministry of 
Keconomy and Commerce under the number 13647; that he had 
placed it on a lot of merchandise which he had placed on sale; 
that the attempts made to persuade the defendant company ami- 
ably to cancel the registration had been unsuccessful; that, a 
procedure of examination of evidence having been ordered by 
the First Court of Commerce, an expert opinion had been filed; 
that the latter concluded that confusion was possible between the 
names, in view of their similarity; the counsel for the plaintiff was 
therefore asking that the defendant be enjoined to cease making 
use of the mark PETROMARKA, which had been found to be able to 
be confused with the mark perromax of his client; that the regis- 
tration obtained from the Ministry of Industry under the number 
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13647 be canceled and stricken from the records; that the judg- 
ment to be handed down be published at the defendant’s cost in 
three different newspapers, one in Istanbul, another at Ankara, 
and the third at Izmir; that the defendant be assessed the costs 
and expenses of the action and the lawyer’s fees, to be granted 
hy the Court. 


Reply of the Counsel for the Defense 

That, since the plaintiff’s firm’s domicile is in a foreign coun- 
try, it must, first of all, put up security; that, on the other hand, 
since the subject of the action is an unlawful act, and the term 
of a year had passed since the plaintiff had had knowledge of this 
unlawful act, the action was prescribed; that his client had had 
the trademark PETROMARKA registered in 1952 under the number 
13547, and that this registration was prior to that of the plaintiff 
firm; that his client, without inspiring himself from the mark of 
the plaintiff, had chosen a mark for incandescent lamps operating 
on petroleum; that, therefore, the plaintiff must be non-suited and 
assessed the costs and expenses of the action and the lawyers’ fees. 


Judgment 


In the course of the public trial with the counsel of the 
parties present, the counsel for the plaintiff submitted in evidence 
the documents relating to the examination to which he had re- 
ferred, along with the Turkish certificates of registration. He 
declared that the dilatory exceptions of the defense had not been 
submitted in the time allowed by the law, so that they must not 
be considered. 

Although the defendant had been notified of the institution of 
the action on April 10, 1958, he had not submitted the dilatory 
exceptions until his memorial of June 16, 1958; since the time 
allowed by the law had not been respected, the opposition inter- 
jected by the defendant was rejected; furthermore, in view of the 
nature of the action in progress and the continuity of the un- 
lawful act, there could be no question of prescription, and con- 
sequently the opposition interjected by the defense on this point 
had to be rejected. 

The counsel for the defense alleged that the Turkish regis- 
trations of the mark perromax by the plaintiff related to illu- 
mination gas-mantles and to articles woven of threads and re- 
lating thereto, whereas, in the certificate of registration of the 
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mark PETROMARKA of his client, it had been specified that this 
mark was to distinguish incandescent lamps, oil burners (wick 
or pressure type); that, consequently, the fields of application 
of the two marks were different; that, furthermore, his client had 
not placed on sale any merchandise whatever under this mark; 
that, as the mark of the plaintiff had no connection in form, in 
sense or even in words with the mark of his client, the action in- 
stituted must be rejected. 

Krom the documents filed by the counsel for the plaintiff at 
the time of the procedure of examination of evidence, it appears 
that the mark peTRoMAXx was registered for the first time with 
the International Bureau on November 138, 1924; that the plain- 
tiff had furthermore obtained four other international registra- 
tions, on March 28, 1934, under No. 85,815, on January 31, 1945, 
under No. 121,284, and on Mareh 10, 1954, under No. 175,418, 
and that, lastly, he had caused the same mark to be registered in 
Turkey on January 14, 1953. 

The Madrid Convention relating to the international regis- 
tration of marks, of 1891, was put into effect in Turkey in 1930 
by Law No. 1619. Articles 1 and 4 of this Convention provide 
that the marks registered with the International Bureau shall be 
protected in all the States of the Convention, and although the 
Government of the Republic of Turkey has denounced the Madrid 
Convention by Decree No. 5215, the juridical consequences of this 
denunciation have been determined by Decree No. 8446 of Janu- 
ary 19, 1957. 

Consequently, all the registrations executed up to September 
10, 1956, shall be protected in this country up to the end of their 
time of international registration. Therefore, if the documents 
to which the counsel for the plaintiff refers are considered, it can 
be found that, since the last registration at the International 
Bureau was on March 10, 1954, its time of registration will con- 
tinue until 1974, and therefore the mark thus registered must be 
protected in Turkey up to the above-mentioned date. Consequently, 
it is not possible to accept the allegations of the counsel for the 
defense relative to the priority of their mark. 


The possibility of confusion between the names PETROMAX 
and PETROMARKA has been determined by the expert opinion writ- 
ten at the time of the procedure of examination, and the objec- 
tions of the defense counsel to this opinion, in view of the motives 
expressed in the said instrument, were not considered receivable. 
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The fact that the defendant does not presently make use of 
the mark which he had registered was not considered by the court 
as having anything to do with the case in dispute. It appears that 
the registration obtained by the defendant, which lends itself to 
confusion with the mark, infringes the rights of the plaintiff. 

Although the counsel for the defense invoked the difference 
between the goods, the certificates of registration of the two 
marks indicate that use will be made of them for different kinds 
of lamps and their accessories. These arguments of the defense 
were not at all considered effective. 

In consideration of this state of the facts, it was judged that 
the defendant is enjoined from making use of the mark pPEtrRo- 
MARKA registered under No. 13,647 at the Ministry of Industry; 
that the cancellation of the registration is ordered; that it is or- 
dered that the cancellation of the said mark be published at the 
expense of the defendant in three newspapers published, one at 
Istanbul, the other at Ankara, and the last at Izmir; that the de- 
fendant is held responsible for the costs and expense of the action 
and for the lawyers’ fees. 

(Graetz, owner of trademark peTRoMaAx v. Porsemay, owner 
of trademark peTRoMARKA—Decision of Istanbul Court of First 
Instance, 6th Commercial Chamber, December 23, 1959.) 
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NOTES FROM THE PATENT OFFICE 


by Katharine |. Hancock* 


Identification of Goods (Part II)t 


In connection with identifying goods in trademark applica- 
tions, the question is frequently asked, “How broad can I make 
the goods?” What is meant is, “Must the name of each particular 
commodity be used, or may a broad term be used which covers 
a number of commodities without naming any of them specifically?” 

At the present time the Trademark Office approves of the use 
of broad terms to identify goods in trademark applications, when 
broad terms are appropriate. If, despite such statement, an ap- 
plicant is asked for a narrower identification of its goods, that is 
not necessarily a contradiction, for the crux of the matter is in the 
phrase “when broad terms are appropriate.” It is therefore neces- 
sary to understand those cireumstances which permit the use of 
broad terms, or make a more narrow identification necessary. 

Broad terms in identifications are permitted when two cir- 
cumstances exist: (1) the mark which is sought to be registered 
has actually been used on a number of commodities, and (2) there 
exists a broad term which is generally known to encompass those 
commodities as a group, without covering other unknown com- 
modities. 

At the heart of the matter of broadness in identifications is 
the basie trademark tenet that a mark must be actually used on 
or in connection with goods before a trademark right arises; and, 
as a corollary, in connection with an application to register a 
trademark, the mark must have been used on the goods named 
in the application on or before the date of the filing of the ap- 
plication.’ If a broad term includes commodities on which the mark 
has not yet been used, that principle would be violated. 

Also at the heart of the matter of broadness in identifications 
is the necessity that the goods be named with accuracy. If a broad 
term includes commodities on which the mark has not been used, 





* Trademark Examiner, U.S. Patent Office; Member, District of Columbia Bar. 
t 100.31—FEDERAL TRADEMARK ACTS (CONSTRUCTION OF STATUTES )—ACT OF 1946— 
SECTION 1, 

1. Norcross vy. Richardson, 68 USPQ 371, 36 TMR 38 (syllabus 5); Procter ¢ 
Gamble Co. v. Jacqueline Cochran, Inc., 102 USPQ 449, 45 TMR 330; Ekco Products Co. 
v. Bernard Edward Co., 102 USPQ 396, 44 TMR 1441 (syllabus 4); Rough Rider, Inc. 
v. Mid-American Mfg. Co., 115 USPQ 229; Ex parte Poirette Corsets, Inc., 115 USPQ 
356, 48 TMR 370 (syllabus 2); Hollymatic Corp. v. Hollywood Water Heater Co., 115 
USPQ 421, 48 TMR 646; A. E. Staley Mfg. Co. v. Scott, 118 USPQ 312, 48 TMR 1516 
(syllabus 2); Creamette Co. v. Kientzel Noodle Co., Inc., 119 USPQ 222, 49 TMR 255; 
Cambridge Rubber Co. v. Cluett Peabody § Co., Inc., 122 USPQ 211, 49 TM 1139. 
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the statement of goods would be inaccurate; likewise if a term is 
so broad that it includes commodities which cannot be identified, 
the statement of goods is inaccurate. Identifications which contain 
wording which is inaccurate for either of these reasons are objected 
to, the objection usually taking the form of pointing out that cer- 
tain wording is too broad, or is too indefinite, with a requirement 
that the particular goods be identified more specifically. If, on 
the other hand, a broad term in an identification is such that the 
commodities it refers to are known, and if the mark has been used 
on all such commodities, the identification is not unacceptable 
merely because of its broadness. 

In the past it has seemed that complete accuracy required 
the naming of every specific commodity individually. The language 
“to specify” in the Trademark Act of 1946 (and the language 
“particular description of goods” in the Trademark Act of 1905) 
also encouraged a detailed statement.’ It is the duty of the Ex- 
aminer, moreover, to assure himself that an application does not 
include goods on which the mark has not been used, and specific 
listing of all goods is helpful in that respect. Strict interpretation 
in regard to all these points probably accounts for the tendency, 
historically, of registrations to include long and detailed lists of 
goods. Before about 1950 the identifications in many registrations 
—especially for such goods as medicinal and pharmaceutical prod- 
ucts, machinery, clothing, food—were as much as two and three 
pages when printed. These long lists have been a burden to ap- 
plicants, and in some ways have been unfair, creating opportuni- 
ties for omission or other error. Such lists have also been a burden 
to the Trademark Office, being cumbersome to handle and check, 
and expensive to print. Soon after the Trademark Act of 1946 
came into effect, the Office began to wonder whether long, detailed 
lists of goods were the only way to accomplish the goal of accuracy 
in situations where many goods are involved, or whether the same 
result might not be accomplished with broader wording and shorter 
identifications. Consequently the present Office practice was 
evolved, wherein broad terms are permissible when a mark has 
been used on a variety of related products, and there is a generic 
or class term which covers such products. 

It has been pointed out by Examiner in Chief Federico that, 
where a broad term is involved, if the mark was not in fact used 


2. In Ex parte National Biscuit Co., 97 USPQ 236, Examiner in Chief Federico 
stated that “while the Office attempts to apply the requirement of the statute in a 
liberal and reasonable manner .. . the statute cannot be ignored.” 
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on all items covered by the broad term, use of the broad term was 
misleading and did not comply with the statutory requirement to 
specify the goods.°* 

Where, however, the condition that the mark be actually used 
on a number of commodities has been met, a broad term is ac- 
ceptable provided it also mects the second condition of being a 
term which satisfactorily covers the goods. In determining whether 
a broad term satisfactorily covers the goods, the basie principle 
is that the term must have commercial meaning—that is, the term 
must be commonly understood by the public as referring to a known 
and related group of goods. If the term does not have commercial 
meaning, it is too indefinite and will be objected to. 

This was pointed out by Assistant Commissioner Leeds in a 
decision wherein it was held that the term ‘beauty products” must 
be deleted from an application because such term “has no par- 
ticular commercial meaning.” * It is clear, of course, that the term 
“beauty products” might refer to goods as diverse and unrelated 
commercially as permanent wave machines and face powder. In 
that same case, the terms “perfumery,” “cosmetics,” and “dentri- 
fices” were approved, for what articles each of such terms covers 
is generally well-known, and each group is of consistent character. 
The breadth of the term “beauty products” is unacceptable both 
because it is too indefinite to enable one to know with any certainty 
what products are intended to be covered, and because in its indefi- 
niteness it covers products too diverse commercially for one to be 
able to assume that the mark has been used on all the products 
which might be encompassed by the term. 

In another ease’ the goods consisted of a list of 29 kinds of 
delicatessen or specialty meats. Leave was given to remove this 
individual enumeration and replace it by the term “prepared meat 
products.” It will be noted that the words “prepared meat prod- 
ucts,” although broad, relate to a homogeneous and well-recognized 
group of products, and are as broad as the use of the mark jus- 
tified, but not broader. 

Similarly, an appheant who canned and sold a number of 
varieties of fish from time to time, depending upon the eatch and 
the season, was permitted to identify the goods merely as “canned 


3. Ex parte A. C. Gilbert Co., 99 USPQ 344, 44 TMR 443; Ez parte National 
Biscuit Co., 97 USPQ 236; Rohm § Haas Co. v. C. P. Hall Co., 105 USPQ 155, 45 TMR 
734 (syllabi 10 and 11). 

4. In re Societe des Parfums Schiaparelli, 122 USPQ 349, 49 TMR 1215. 

5. Ex parte Gus Glaser Meats, Inc., 110 USPQ 245, 46 TMR 1276. 
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fish” rather than by naming the varieties, such as tuna, salmon, 
mackerel.° 

In another decision’ it was indicated that the identification 
of specific machines and apparatus was unnecessarily long and 
cumbersome, and applicant was instructed to identify the goods 
as “machines and apparatus for working leather and other soft 
materials; machines and apparatus for the manufacturing of shoes 
and boots; machine tools for working metal, wood and stone; and 
machines and apparatus for the production and treatment of paper 
and paper articles.” 

The use of indefinite terms like “including,” “comprising,” 
“such as,” “and the like,” “and similar goods,” is generally not 
acceptable. The first three of those terms sometimes appear after 
a broad term as an introduction to a few specific names of com 
modities; the last two terms often appear at the end of a list of 
commodities. In either event such terms imply that many unnamed 
commodities are included, and that the commodities which are 
named are merely examples.* Use of the terms therefore renders 
the identification indefinite and inaccurate. If the broad term is 
an acceptable one, listing examples is not necessary; if the broad 
term is not acceptable, it should not be used at all, since giving a 
few examples does not make it more clear nor define more exactly 
the limits of the goods on which the mark has been used. A list 
of goods cannot be extended by “and the like,” for what is covered 
by the term is neither clear, definite nor accurate. Either an ac- 
ceptable broad term may be found, or the goods must be named 
individually. The definite word “namely” is permitted because it 
means that the items which follow are the only ones referred to.* 
It is seldom desirable, however, to use “namely” for it generally 
involves needless repetition. Occasionally the use of “namely” is 
helpful when it is necessary to explain more clearly the nature of 
unusual goods or to give alternative identifications to secure 
clarity. 

There is one situation in which the words “and the like,” or 
equivalent, are acceptable. That is where, although a commodity 
has been named with sufficient definiteness, it is considered de- 
sirable to follow it with illustrations to explain further the char- 
acter of the commodity. For example, in the identification “fabric 


6. American Automobile Assn. v. San Xavier Fish Packing Co., 110 USPQ 366, 
46 TMR 1299. 

7. Manufacturers Supplies Co. v. Fortuna-Werke etc., 115 USPQ 94, 48 TMR 252. 
8. Ex parte A.C. Gilbert Co., 99 USPQ 344, 44 TMR 443. 

9. Ez parte National Biscuit Co., 97 USPQ 236. 
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suitable for making coats, suits and the like,” the words “and the 
like” are acceptable to help illustrate the nature of the fabric, 
whereas “coats, suits and the like,” as an identification in relation 
to clothing, would not be acceptable. With regard to machinery 
and mechanical devices, the words “and parts therefor” are com- 
monly accepted provided the goods to which the phrase pertains 
are named in an acceptable manner. 

When a broad term is acceptable in character, the question 
arises of how much proof the Examiner requires to assure himself 
of use of the mark on the various items encompassed by the broad 
term. Frequently a specimen showing use on one item is sufficient, 
although submission of specimens showing use on several items 
makes a more complete record. The Examiner, in connection with 
applications ex parte, does not usually have at his disposal as much 
information as to an applicant’s actual use as might be revealed 
in a contested or inter partes proceeding, but consideration is 
given to the fact that the applicant has sworn that the facts in the 
application are true, and where commodities covered by a broad 
term are much alike or closely related it is customary to assume 
either that the mark has actually been used on all the items 
covered by the term or that use on some of the commodities would 
naturally result in likelihood of confusion as to the other com- 
modities. To illustrate the simplest situation, if the goods were 
identified as “cookies,” one would not have to show use on vanilla 
cookies, chocolate cookies, ete. On the other hand, as the closeness 
of the relationship between the various items covered by a broad 
term becomes less certain, the Examiner will be more likely to 
require specimens showing use on more than one item. For instance, 
in connection with an identification as canned fruit and vegetables, 
specimens showing use on at least one canned fruit and one canned 
vegetable should be submitted. How detailed such showings should 
be depends upon the exercise of judgment in the light of the nature 
of the goods, the object being a reasonable assurance that the 
broad term is justified by the use of the mark. 

In this connection it is important to realize that the character 
of the mark has a significant bearing on the acceptability or non- 
acceptability of a broad identification and on the showing as to 
use. What are generally referred to as “house marks” are more 
appropriate for use on a variety of products than are the marks 
which are referred to as “product or specific marks.” In creating 
a house mark those elements are selected which will represent a 








Vol. 51 TMR NOTES FROM THE PATENT OFFICE 1059 





whole company, so that the mark will be a symbol indicating the 
company and will be suitable to be used on all products of the 
company; but in creating a product or specific mark elements are 
frequently selected which suggest the specific product on which 
the mark is to be used. Since it is logical that a house mark 
would in fact be used on a company’s complete line of goods, broad 
identifications are commonly accepted in connection with marks 
which are in the nature of house marks. The Examiner will more 
readily, and justifiably so, assume without actual proof that a 
house mark has been used on all commodities covered by a broad 
term than he will in connection with a mark which because of its 
nature appears to be limited to use on a particular product. But 
even with a house mark, if the Examiner is not acquainted with 
the probable extent of use of a mark by the applicant, it may be 
necessary to request further information, for it is more reasonable 
to allow use of a broad identification by one who has already 
expanded use of the mark to many commodities in a line of goods 
than to one who has not and merely hopes for expansion in the 
future. 

In one case,’® where the mark was in the nature of a mono- 
gram containing applicant company’s initials, and applicant was 
a company which did in fact manufacture many types and kinds 
of paper, adding to and subtracting from its line from time to 
time, it was held that under those circumstances the broad term 
“paper” was a proper identification. 

Generally the goods covered by an acceptable broad term are 
sufficiently homogeneous that they all fall in a single Trademark 
Office class. It is sometimes possible, however, that goods might 
be included within the term which are classified in classes other 
than the class which is appropriate on the basis of the broad term, 
and it is not necessary to specifically exclude implied items which 
might, when regarded individually, fall into other classes. In 
the decision just referred to, “paper” was accepted as the iden- 
tification of goods even though it is conceivable that carbon paper, 
which is not classified in the same class as paper generally, might 
be covered by the broad term “paper.” 

Class titles should not be used as identifications of goods, 
as these titles are merely intended to be generally suggestive of 
goods grouped in each class for Office convenience and are not 
intended to identify single commercially homogeneous groups. 


10. In re Port Huron Sulphite & Paper Co., 120 USPQ 343, 49 TMR 1325. 
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It is merely a coincidence that a few of the terms in class titles 
might under appropriate circumstances serve as satisfactory iden- 
tifications of goods, and class titles should not be relied upon as 
guides in devising broad identifications of goods. 

In some situations the names of commodities may be read 
along with class titles to eliminate unnecessary repetition of de- 
tails in identifying the goods. For instance, the word “mufflers” 
placed in an application which requests registration in Class 39 
would be understood to refer to an article of clothing and not to 
automotive equipment. Such situations are not numerous, and 
class titles should not in any event be relied upon as substitutes 
for clarity or accuracy. 

Very little attention apparently has ever been given to the 
question of singular or plural forms of words in identifications 
of goods, and at present there is no clear way of knowing, when 
a plural form is used, whether it means merely that a party has 
sold more than one “copy” of a single article or that a party 
sells many different types, styles or varieties of the article which 
is named in the plural. It is generally not necessary, of course, 
to use the plural to indicate that more than one “copy” has been 
sold—if it is stated that the goods are a tablet for testing milk, 
it is assumed that more than one tablet has been sold. Never- 
theless, custom and differing circumstances scmetimes make the 
plural come more easily to the tongue than does the singular for 
some goods. Usually the matter is not of great significance, and 
applicants have been permitted free choice of singular or plural, 
with one exception, the exception being when the use of the plural 
creates, either in fact or impliedly, a broad meaning which is not 
in accord with the facts. In that event amendment narrowing the 
identification is necessary. 

Up to this point we have been discussing circumstances which 
tend to support use of broad terms. It may be helpful to look also 
at the other side of the coin to see in what circumstances broad 
identifications are not acceptable. 

When a mark has been used only on an individual commodity 
or on a few unrelated commodities rather than on a line of goods, 
or when the commodity on which a mark has been used has spe- 
cialized characteristics, broad identifications are not appropriate. 

In one case™ the applicant’s goods were given as “barbecued 
chicken and barbecue sauce.” The record, however, showed that 





11. Hitchcock v. Lewis, 115 USPQ 186, 48 TMR 492. 
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applicant sold not barbecued chicken and barbecue sauce in the 
broad sense, but a frozen product. It was required that the spe- 
cialized nature of the product be indicated by adding the word 
“frozen” to the identification of the goods. 

In another case™ the applicant had identified its goods broadly 
as “refrigerators and parts thereof.” The record showed that ap- 
plicant marketed not a line of various types of refrigerators and 
of parts for such refrigerators, but a specialized commodity “com- 
mercial refrigerated display cases and fixtures and parts therefor,” 
and amendment accordingly was required. 

Similarly, in another application’ the goods were identified as 
“root beer and concentrate for making soft drinks.” The broad 
wording “concentrate for making soft drinks” implied that many 
types of drinks were involved, whereas in fact applicant sold only 
one kind of concentrate—for making root beer. It was required 
that the product be identified as “root beer concentrate.” 

Again, an application” identified the goods broadly as “toilet, 
laundry and industrial cleaners in the form of liquids, solids, pastes 
and powders,” but the record disclosed that applicant’s product 
was one specific thing—an all-purpose hand cleaner. Appropriate 
amendment limiting the identification was required. 

Thus it will be seen that, though broad identifications are 
permitted, they are permitted only when they are justified by 
the facts. 

[It seems that the temptation to state goods broadly is based 
on the fallacious theory that one’s scope of protection against 
encroaching use by others will be as broad as the goods as they 
are set out in one’s registration. In fact, however, one’s trademark 
right is only as broad as the goods on which the mark has been 
used, and as broad as the theory of confusion will extend to related 
goods. In a case’ wherein the term “bakery products” had been 
held to be too broad, and counsel was contending in support of its 
use, Examiner in Chief Federico said: 


“The remarks of counsel seem to give the impression 
that he is arguing in the same manner as for a broad claim 
in a patent application. There are no claims defining the scope 
of protection in a patent sense in trade mark applications, the 
statute does not provide for any claim and it would be im- 





2. Servel, Inc. v. Barr Mfg. Co., 115 USPQ 188, 48 TMR 497. 
3. Seven-Up Co. v. Heavey, 116 USPQ 589, 48 TMR 595. 

4. Lever Bros. Co. v. Petroleum Specialty Co., 120 USPQ 402. 

5. Ez parte National Biscuit Co., 97 USPQ 236. 
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proper to have a claim. Trade mark rights are generated by 
and are determined by use of a mark upon specific goods, and 
the statute itself, not the applicant, defines the scope of a 
trade mark registration. The scope of a registration is defined 
... by section 2(d) of the Trade Mark Act which provides 
that a registration will be refused to a later applicant in view 
of a previously registered mark when the use by the applicant 
on his goods would be likely to cause confusion or mistake or 
deceive purchasers.” 


The same position was taken by Assistant Commissioner Leeds 
in a case*® in which she stated: 


“Trademarks are the essence of competition, and rights 
in them may not be asserted broadly to stifle competition, or 
to restrict markets when confusion is unlikely. Rights in trade- 
marks grow out of their use on goods, and they may be regis- 
tered only for those goods upon which they have been used... 

“Trademarks are registered for products—not for ‘fields’ 
or ‘markets.’ The scope of their protection may be, and ordi- 
narily is, broader than the specific items for which a registra- 
tion issues; but the extent of protection is based upon the 
facts in each case and not merely upon the contents of a 
registration. An application for registration is required by 
the statute to specify the goods upon or in connection with 
which the mark has been used.” 


One does not acquire a trademark right merely by naming 
goods broadly—the naming must be supported by use; and the 
scope of protection does not depend on the broadness of the iden- 
tification of the goods in the registration, but upon whether there 
is a likelihood of confusion on the basis of the actual goods of the 
parties. 

In reaching a conclusion as to likelihood of confusion, the 
Examiner, however, must of necessity be guided by the goods as 
they are identified in the registrations. I'urthermore, decisions 
have held that a registration must be given weight on the basis 
of the goods set out in the registration.’ If therefore the iden- 
tification in a registration is broader than the facts, or is stated 
inaccurately, an unfair advantage may be given to one party 





16. Rohm §& Haas Co. v. The C. P. Hall Co., 105 USPQ 155, 45 TMR 734. 

17. See General Shoe Corp. v. Lerner Bros. Mfg. Co., Inc., 117 USPQ 281, 48 TMR 
1001, and Esso Standard Oil Co. v. Bigelow-Clark, Inc., 121 USPQ 519, 49 TMR 984. 

Also cf. Leeds, The Circular Trend in Trademarks, 47 ABA JOURNAL 256 (March 


1961). 
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against another; likewise, if the goods are not stated clearly, one 
may not receive the benefit to which he is entitled.’ 

In order to comply with the trademark statute, and in order 
to accord each party his proper right, but not more than his proper 
right, each identification of goods must truly reflect the facts rela- 
tive to use of the mark which is sought to be registered; and 
whether this may be done by a broad identification, or must be 
done by a narrow one, the identification—broad or narrow—must 
be scrupulously clear and accurate. 





PATENT OFFICE 


Trademark Statistics 


Cumulative 
January—September 


1961 1960 
IDAOOEROTNE TOG on nvssscccccesnsensessscnecsncss 17,801 17,232 
Registrations issued 
Principal Register ........................ 2,326 13,820 
Supplemental Register ........... Sal 606 565 
eee 12,932 14,385 
a 2.636 3,181 
Sec. 12(c), publications ...................... 332 359 
Sec. 8, affidavits filed ............................ 11,563 9.547 
Sec. 8, cancellations .............................. 3,976 3,639 
Cancellations, other ............................. 150 126 





18. With regard to identifying the goods accurately in a difficult situation, see 
Patent Office Note What Does the Trademark Identify?, 49 TMR 528 (May 1959). 
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LIST OF OTHER ARTICLES* 


ARTICLES 

Afghanistan. Licensing and Exchange Controls. No. 61-18.+ 
olivia. Preparing Shipments to. No. 61-44.t 

Brazil. Preparing Shipments to. No. 61-58. 

Cambodia. Licensing and Exchange Controls, No. 61-53.t 


Corporate Images. 
Corporate Images: Are They Real? (Printers’ Ink, November 3, 1961, pp. 80, 83.) 
Derenberg, Walter J. 
Territorial Scope and Situs of Trademarks and Good Will. (Virginia Law Review, 
Vol. 47, No. 5, June, 1961, pp. 733-750.) 


Diamond, Sidney A. 
A Family of Trademarks. (Advertising Age, October 30, 1961, p. 96.) 
PRONTOS is likely to be confused with the marks TA-TOS, CHEE-TOS and FRITOS made 
by the Frito Co. 
The Federal Hazardous Substances Labeling Act. (Advertising Age, August 14, 
1961, pp. 66, 68.) 

Drug Industry. 
McKesson to Push Generic Rx Drug Line. (Drug Trade News, October 16, 1961, 
pp. 1, 8, 14.) 


Report on new program to market under generic names. 


Groen, Gerrit. 
The General Lawyer’s Interest in Trademarks. (The Wisconsin Bar Bulletin, Vol. 
34, No. 5, August, 1961, pp. 43-47, 49-51.) 


Handler, Milton. 
Annual Review of Antitrust Developments. (The Record of the Association of the 
Bar of the City of New York, Vol. 16, No. 7, October, 1961, pp. 385-428.) 


Italy. Licensing and Exchange Controls. No. 61-62.+ 


Modernization—Trademarks. 
Storm, Bill—Changing an Image by Changing a Trademark. (Advertising & Sales 
Promotion, October, 1961, pp. 125-126, 128.) 


Netherlands. Marking and Labeling Requirements. No. 61-56.+ 


New Zealand. Licensing and Exchange Controls. No. 61-45.+ 


Senegal. Preparing Shipments to. No. 61-55.t 
Singapore. Preparing Shipments to. No. 61-59.t 


Symbols. 
Merchandising Sells a Trademark. (Printers’ Ink, November 3, 1961, pp. 86-87.) 
The Travelers Insurance Co. chose an umbrella as its trademark. Symbol lends 
itself to wide merchandising uses. 


Trademarks. 
The Question of Trademarks. (Modern Packaging, September, 1961, pp. 95-100, 
241, 244.) 
An analysis of the requirements of trademark design with references to well 
established trademarks. 


Weiss, E. B. 
Trade Threats About Opening Up Brands to Discount Outlets. (Advertising Age, 
October 23, 1961, pp. 96, 98.) 


* Copies of these articles are available for reference in the Association’s library. 

t World Trade Information Service, Operations Reports, Part 2, may be ordered from 
Dept. of Commerce Field Offices or from Supt. of Documents, U. S. Govt. Printing Off., 
Wash. 25, D. C. (Single copy 10¢; annual subscription $6 ($11 for foreign mailing).) 
Make remittance payable to the Supt. of Documents. 
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DAY-BRITE LIGHTING, INC. v. SANDEE MANUFACTURING CO. 
No. 13028—C. A. 7 —February 28, 1961 — 128 USPQ 416 


500.22e—COURTS—BASIS OF RELIEF—DRESS OF GOODS—PACKAGES OR 
CONFIGURATIONS 
The mere copying of a non-patented article or design, absent “palming off” 


or “secondary meaning,” does not constitute unfair competition. 


Action by Day-Brite Lighting, Inc. v. Sandee Manufacturing Co. for 
patent infringement and unfair competition. Defendant appeals from 
District Court for Northern District of Illinois from judgment for plain- 
tiff. Reversed at 128 USPQ 1. Plaintiff petitions for rehearing. Petition 
denied. 

Case below reported at 126 USPQ 32. 

Charles B. Spangenberg, of Chicago, Illinois, for appellant. 
Owen J. Ooms, of Chicago, Illinois, and Frederick M. Woodruff, of St. 

Louis, Missouri, for appellee. 

Before SCHNACKENBERG, KNocuH, and MaJor, Circuit Judges. 


MaJor, Circuit Judge. 

There is before us what plaintiff characterizes as a petition for 
clarification, for rehearing and for modification of our decision in the 
above entitled case, entered December 12, 1960. 

Plaintiff in its argument for a rehearing on the issue of validity and 
infringement does little more than reiterate the argument originally sub- 
mitted. We adhere to our previous holding. 

Plaintiff contends for clarification and modification on the premise 
that we did not dispose of the issue of unfair competition. Plaintiff 
states, therefore, that it presumes that we intended to affirm the District 
Court on that issue. There may be some basis for plaintiff’s presumption, 
although we did not intend such a result. 

We realize, of course, that a case of unfair competition may be made, 
separate and apart from that of infringement. In this case, however, we 
think the two issues were so closely allied that the former could not 
prevail in the absence of the latter and that holding the patent invalid 
and not infringed also disposed of the action for unfair competition ad- 
versely to plaintiff. 
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In any event, it has been held that the mere copying of the design of 
an invalid patent does not constitute unfair competition. This Court, in 
Zangerle & Peterson Co. v. Venice Furniture Novelty Mfg. Co., 133 F.2d 
266, 269, 56 USPQ 351, 353, stated: 

“The defendant frankly admits it copied the plaintiff’s table. If 
the plaintiff never had a patent, then the mere act of copying did not 
amount to unfair competition.” 


To the same effect is another decision by this Court, Sinko et al. v. 
Snow-Craggs Corp., 105 F.2d 450, 42 USPQ 298 (29 TMR 524). See also 
General Time Instruments Corp. v. United States Time Corp., 165 F.2d 
853, 854, 76 USPQ 211, 212 (38 TMR 172). 

The cited cases, after holding that the mere copying of a non-patented 
design is not sufficient, discuss and point out what the plaintiff must 
clearly prove in addition thereto in order to make a case of unfair com- 
petition. The principal elements are that the defendant represent its 
goods as those of the plaintiff, sometimes referred to as “palming off,” or 
that there be shown a “secondary meaning” as to source, that is, that the 
public has been deceived into the belief that defendant’s design emanated 
from the same source as that of the plaintiff. In our judgment, plaintiff 
failed to make such proof. It is true the Court found that the public was 
likely to believe that defendant’s panels were plaintiff’s CLEARTEX panels 
and that the trade associates the appearance of CLEARTEX panels with 
plaintiff and its trademark CLEARTEX. Such findings, however, do not 
support the essential elements of “palming off” or “secondary meaning.” 
The fact, if such it be, that there was confusion in the minds of the public 
because of the similarity between plaintiff’s and defendant’s product bears 
upon the infringement issue if the patent had been held valid. It is im- 
material, however, to the issue of unfair competition because, as we have 
shown, the mere copying of a non-patented article or design, absent the 
other essential elements, does not constitute unfair competition. 

We delete the last paragraph of our opinion and substitute therefor 
the following: ‘The order appealed from is reversed in toto and the cause 
remanded, with directions to dismiss the complaint.” 








' 
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BUDGET SYSTEM, INC. v. BUDGET LOAN AND FINANCE PLAN 
No. 9224 — Utah Sup. Ct.— April 6, 1961 — 129 USPQ 201 


600.2.—CONFUSING SIMILARITY—CONFUSINGLY SIMILAR MARKS 
BUDGET SYSTEMS INC. (Plaintiff) for small loans. 
BUDGET LOAN AND FINANCE PLAN (Defendant) for small loans. 
Injunction affirmed. Plaintiff had acquired the right to exclusive use of the 
word “Budget” and confusion of the public had been shown. 


Action by Budget System, Inc. v. Budget Loan and Finance Plan 
for unfair competition. Defendant appeals from decree of District Court, 
Salt Lake County, Utah for plaintiff. Affirmed. 


Callister & Fullmer, of Salt Lake City, Utah, for appellant. 
Mulliner, Prince & Mulliner, of Salt Lake City, Utah, for respondent. 

Faux, District Judge. 

By this appeal we are asked to consider the decision of equity which 
has enjoined appellant corporation, defendant in the district court, from 
using in its name the word BUDGET. This court accepts the definition and 
scope of its duty with respect to this appeal as set out in Corey v. Roberis.: 
Accordingly, as to errors assigned, we have considered both questions of 
law and of fact, keeping in mind, however, the rule that it is our duty 
to affirm the decision of the trial court, unless the evidence clearly pre- 
ponderates against the findings and judgment of the trial court. 

The trial court found that plaintiff’s predecessors in interest, Mr. and 
Mrs. Hugh Barker, commenced the operation of a corporation loan and 
finance business in Salt Lake City under the name BUDGET SYSTEM, in the 
year 1928. During the year 1935 Budget System was disincorporated and 
the Barkers resumed operation as partners under the assumed names 
BUDGET SYSTEM and BUDGET FINANCE as to which names affidavits were 
duly filed. In 1957 some of their small loan business was transferred to 
a corporation named BUDGET SYSTEM, INC., and in the same year the Barkers 
sold all of the stock in that company to American Co-op Finance Co., a 
corporation. The Barkers had floored automobiles for dealers in the name 
of Budget Finance until the cars were sold, at which time the cars were 
financed in the name of Budget System. The partnership, Budget Finance, 
had never had a bank account. 

When they sold their stock in Budget System, Inc., they assigned the 
floor plan contracts and the balance of their small loan business to a part- 
nership which operated under the name and style of Barker and Company. 

Earlier facts relating to the defendant, appellant here, show that in 
the year 1948 Budget Loan and Finance Plan was incorporated in Utah. 
It was owned by a California corporation of similar name and was the 
parent and sole owner of two operating subsidiaries: One, Friendly Service 





1. 82 Utah 445, 25 P.2d 940. 
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and Finance Company which became Credit Finance Plan; the other, 
Credit Industrial Loan Plan. 


In 1958 to more profitably fit into “a national organization” acquired 
by the California parent company and operating under the name Budget 
Finance Plan, the name of Credit Finance Plan was changed to Budget 
Loan and Finance Plan through application to the Utah Bank Commis- 
sioner who, under the small loan law, licensed two locations for that name 
in Salt Lake City: 802 South State Street and the other in Sugar House. 


The corporation, Budget Loan and Finance Plan has continued its 
small loan business at 802 South State Street since November, 1958. Since 
1945 Budget System, Inc., has operated its small loan business at No. 854 
South State Street. Previously for about five years it did business at 
No. 763 South State Street. Defendant makes no complaint about the 
foregoing historical facts as the trial court found them. 

The first charge of error is in the finding that the word BUDGET in de- 
fendant’s name since November 1958 has caused and will continue to cause 
confusion and deception to the public in the Salt Lake City area among 
present and potential customers therein; that the similarity of said name 
is a deceptive use by defendant, an unfair trade practice, and has and will 
result in probable damage to respondent’s business. 

The second charge is substantially within the first. 

The third charge of error is the legal conclusion that plaintiff has 
acquired the exclusive right to use of the word BUDGET in conducting its 
credit and loan business in the Salt Lake City area. 

The fourth charge of error is the court’s decree in favor of plaintiff 
and against defendant by which defendant was enjoined from use in its 
business of the word BUDGET. 

Defendant’s premise in assailing the trial court’s decision is that the 
basis for an action to enjoin unfair competition is essentially one of fraud 
and deceit. In support of this it refers to Nims, Unfair Competition and 
Trademarks, Fourth Ed. See. 6, pages 40 and 41, citing Reynolds & 
Reynolds v. Norick, CA 10th 1940, 114 F.2d 278, 46 USPQ 494 (30 TMR 
633), and it stoutly contends that there is no evidence in the record of 
any fraud or deceit on its part. 

Defendant’s evidence here was presented apparently to persuade the 
court that their purpose in using the word BUDGET in their name was to 
build up the morale of numerous new employees obtained through pur- 
chase of finance companies in many states to round out their national 
chain which used BUDGET in its name. Another purpose was to decrease 
advertising costs by chain store methods and devices. Other advantages 
were advanced as being available through use of the name BUDGET. Seem- 
ingly all of these motives are laudable from a business standpoint and 
may protect appellant entirely from the charge of pirating which appears 
in so many of the unfair competition cases. 
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Nevertheless, two phases of the evidence seem to indicate an intent 
to harm plaintiff, Budget System, Inc., rather than merely to benefit the 
internal competitive position of defendant Budget Loan and Finance Plan. 
The evidence shows that plaintiff has had its place of business in about 
the center of 800 block on State Street for about twenty years and for 
about fifteen years of that time at the present location 854 South State 
Street. It would seem something less than a friendly coincidence that 
when defendant began use of the name BUDGET it did so on a corner loca- 
tion one-half block away from plaintiff’s place of business. 

Of similar bearing is the emphasis upon the word BUDGET in letter- 
heads and outdoor electrical signs. From these one would not get the 
impression that defendant made an attempt to modestly initiate the new 
name into its operations by overshadowing it with either of the words 
LOAN, FINANCE, or PLAN. 

These two factors would lend support to the view that the confusion 
which the trial court found to exist was not accidental but in fact grew 
out of a desire in defendant to appear as plaintiff for the purpose of 
benefiting from the good will and reputation which plaintiff claimed it 
had developed over the years and which good will was connected with 
patrons and the business by the name BUDGET SYSTEM, INC. 

Inasmuch as many of the unfair competition cases are in the mer- 
chandising field, that generalization as to those cases will not be seriously 
contested. However, those cases involve what is termed “palming off” 
to the buyer of goods and merchandise which he did not intend to buy. 
Therein lies the fraud and deceit to which appellant refers. Ordinarily, 
in reliance upon a name, reputation, brand, wrapper or covering, a buyer 
purchases what has theretofore pleased him. If, because of a simulation 
as to one or more of those features, he gets something different or gets some- 
thing made by some one other than the manufacturer whose name he relied 
upon, it may truly be said that he has been defrauded. 

As will be pointed out, there is not in this case the classical situation 
of palming off, actually no “goods” being sold, no publie being thus 
deceived and cheated. For all that the record shows the public may have 
been given better treatment at defendant’s place of business than at plain- 
tiff’s. Accordingly, there must be additional reason why equity should 
intervene if the injunction imposed by the trial court should be allowed 
to stand. 

There is another element in addition to and aside from damage to the 
public which will properly and effectively appeal to equity. Use of a name 
in combination with a service can by careful nurturing and skillful busi- 


ness practices develop something that identifies the type and quality of 
that service. In a business as a whole it is known as good will. In a service 
rendered, it can properly be called reputation. By association, reputation 
attaches the name to the service and the service to the name. That reputa- 
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tion, then, seems to have the attributes of property, and justly the property 
of the one who nurtured and cultivated it. 

If that conclusion is supported, then it would seem equitable that a 
second user of a name should be restrained from using it and thus pre- 
vented from reaping the benefit which the reputation developed by the 
first user places within his easy grasp. 

In the excellent work already cited by appellant, Nims, Unfair Com- 
petition and Trademarks, the author agrees that equity should act to 
protect the rights and property of individuals. He points out that there 
are three primary theories of why equity acts to enjoin unfair competition: 


To promote honesty and fair dealing and stop deception and 
fraud. 

To protect the purchasing public. 

To protect the rights and property of individuals. 


As the court’s reasoning has developed, the third theory appeared 
first in point of time and may be first in importance as to why equity was 
justified in acting in this case. Further mention will be made of it. 

The first theory is typically equitable, having to do with the promotion 
of honesty and fair dealing. Consider, however, that the product of both 
parties is money of the United States of America. Therefore, it cannot be 
said that any patron was dissatisfied with the product obtained at defen- 
dant’s establishment. There is no evidence that plaintiff’s interest rates 
are lower or that their loan advances are more generous or that their lend- 
ing standards are less exacting of their patrons than those of defendant. 
Even so, if the element of fraud and deception of the public as to products 
and merchandise is not prominently before us, should use of respondent’s 
name grant to defendant the right to assume the likeness of plaintiff so 
that plaintiff’s patrons would be diverted to defendant’s place of business? 

The answer to that question probes deeply into both economics and 
law. By analogy to the location of a business, the answer easily could be 
“Yes.” The mere fact that one has done business long and successfully at 
a location in the center of a block does not entitle him to enjoin a com- 
petitor from setting up a similar business on the corner of the same block 
that will stifle the trade of the earlier operator and starve him out to the 
point of closing his doors. That answer seems to be influenced by changing 
habits of trade, initiative and free enterprise and serving the convenience 
of and improving accessibility to the trading public. 

The answer “No” to that question has different roots. Nims at page 41, 
commenting upon the basis for the action against unfair competition says: 


“Whatever the basis of the action, it is regarded as the embodi- 
ment in law as the rule of fair play. As already suggested, its develop- 
ment is comparable to the gradual relaxation of the rule of cavat 
emptor in recent years. Today custom and law require use of truth 
in selling goods—truth as to their nature and under the law of trade- 
marks and of unfair competition of truth as to their origin. In these 
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cases says Judge Learned Hand, ‘* * * equity does not seek for gen- 
eral principals, but weighs the opposed interests in the scales of 
conscience and fair dealing.’ ” 


To say that it is fair dealing when one closes his competitor’s doors 
by acquiring a more advantageous location but that it is not fair dealing 
to close his doors by taking over a name that he has successfully used, 
requires intelligent probing as we “* * * weigh the opposed interests in 
the scales of conscience and fair dealing.” 

The trial court’s finding that the word “BUDGET in defendant’s name 
* * * has caused and will continue to cause confusion and deception to the 
public in the Salt Lake City area among present and potential customers 
therein” seems based chiefly upon the inference that because both parties 
suffered from the confusion in their separate offices, that their patrons 
suffered from the same confusion. As the court reads the record, the 
clerks and other employees in both offices diligently checked records, made 
phone calls and routed patrons to the office where their accounts were or 
where they intended to open up an account so that the harm of the con- 
fusion was in the two offices for the record shows no patrons complaining 
We agree, however, that the inference is justified. It is not difficult to 
understand that patrons would wait and wonder while records were being 
checked, they would chafe at delays, volatile blood pressures could easily 
evoke condemnation on both offices and so endanger loss of patronage and 
damage to either or both of these parties. We will take notice that fair 
competition presents to businessmen enough onerous burdens; that the 
confusion shown by the records is an unfair and frustrating burden which 
equity might under the foregoing rule appropriately alleviate. 

By its findings the trial court seems justified, because of the first two 
of the stated theories, in concluding that plaintiff had acquired the right 
to exclusive use of the word BUDGET. This court sees from its review of 
this case possibly a more compelling reason in the third theory why plain- 
tiff had the right and why equity should apply the remedy—that reason 
is recognition of the rights and property plaintiff had in the name, Budget 
System, Inc. 

BUDGET, the word both parties claim the right to use is clearly general 
in its meaning, use and application, a generic term, commonly used by 
many people in all walks of life. Courts of high standing have said that 
one may not acquire property rights in such words. Appellant cites a 
California case? as authority for the view that plaintiff had no property 
right in the word BUDGET. 


“The doctrine is so well settled by a multitude of cases that it is 
not necessary to cite specific cases, that words in common use are 
regarded as common property and may be used by others in combina- 








2. Fidelity Appraisal Co. vy. Federal Appraisal Co. (Cal. 1933), 217 Cal. 317, 18 
P.2d 950, 16 USPQ 457, 461 (23 TMR 175). 
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tion with other descriptive words, provided they are not so used in 
combination with other descriptive words, symbols or designs as to 
render it probable that they would mislead persons possessing ordinary 
powers of perception.” 


The opposite view iS expressed in an Idaho ease: 


The cases are very numerous where relief has been afforded upon 
the ground of unfair competition against a deceptive use of generic 
or descriptive names and marks, personal, geographical, corporate, 
and other names, none of which are capable of exclusive appropriation 
as technical trademarks. 

“Tt is uniformly held that where a person adopts a term, originally 
geographical, descriptive or a proper name, as the name of his busi- 
ness, and through his efforts and expenditures develops a reputation 
and good will for the business or its products, a secondary significance 
attaches to such name, subject to ownership, which entitled it to 
protection against unfair competition in a court of equity. 

“Where a party uses a trade name for a long time it is evidence, 
though not conclusive, of the secondary meaning of the term.” 


This court finds itself in agreement to a large extent with the rea- 
soning and principles expressed by the Idaho Supreme Court in the 
American Home Benefit Association case, supra, and believing as set out 
in the views announced above that the evidence supports the findings and 
that the findings support the conclusions and decree of the trial court, 
we affirm that decree. 

Costs are awarded to respondent. 

We coneur: WapDE, Chief Justice, McDoNovuGH and CROCKETT, Justices. 

HeENRIOD, Justice, concurs in the result. 





CALLISTER, Justice, having disqualified himself does not participate 
herein. 








9 


3. American Home Benefit Association, Inc. v. United American Benefit Association, 
Inc., 63 Idaho 754, 125 P.2d 1010. 
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IN RE THE DOBECKMUN COMPANY (THE DOW CHEMICAL 
COMPANY, assignee substituted) 


Appl. No. 6613 — CCPA — December 8, 1960 — Rehearing denied 
February 21, 1961 —128 USPQ 424 


400.2—CONFUSING SIMILARITY—CONFUSINGLY SIMILAR MARKS 

DUROFOIL (Prior Registration) for wrapping material, i.e., paper laminated to a metallic 
foil and transparent film material laminated to a metallie foil. 

DURAFILM (Applicant) for laminated and/or extrusion-coated translucent or transparent 
packaging films. 

Registration refused. Upon a comparison of the entire marks, when applied to 
their respective goods, it must be concluded that confusion of purchasers is likely, 
even assuming the goods are sold to discriminating purchasers. 

200.31—PATENT OFFICE PROCEEDINGS—REGISTRABILITY (EX PARTE)— 

SIMILARITY OF GOODS 

“Films,” “foils” and “wrapping materials” are related goods notwithstanding 
the possible industry semantic differences urged by applicant, and, thus, where the 


gr ods to cause 


marks so resemble each other as to be likely when applied to the 
confusion, application will be denied. 


Application for trademark registration by The Dobeckmun Com- 
pany (The Dow Chemical Company, assignee, substituted), Serial No. 
23,298, filed January 28, 1957. Applicant appeals from decision of Trade- 
mark Trial and Appeal Board refusing registration. 

Case below reported at 49 TMR 1135. 

Ely, Pearne & Gordon (A. L. Ely, Jr., of counsel), of Cleveland, Ohio, 


for appellant. 
Clarence W. Moore, for Commissioner of Patents. 


Before Wor.LEY, Chief Judge, Rico, MARTIN, and SmitTH, Associate Judges, 
and KIRKPATRICK, Judge.* 


SMITH, Judge. 

The single issue here is whether Section 2(d) of the Lanham Act 
(15 U.S.C. 1052(d)) supports the refusal of the examiner, affirmed by 
the Trademark Trial and Appeal Board, to register applicant’s mark 
DURAFILM for “laminated and/or extrusion-coated translucent or trans- 


parent packaging films,” over prior registration No. 564,274 of the trade- 


mark pUROFOIL for “wrapping material, namely, paper laminated to a 
metallic foil and transparent film material laminated to a metallic foil.” 

Appellant urges that the refusal to register its mark is not proper 
and should be reversed because : 


The goods are different; 


The marks are different: and 


The goods are sold to discriminating purchasers. 





* United States Senior Judge for the Eastern District of Pennsylvania, designated 
to participate in place of Judge O’CONNELL pursuant to provisions of Section 294(d), 
Title 28, United States Code. 
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While there may be a technical difference between the “packaging 
films” recited in the application and the “wrapping material” recited in 
the reference, this difference is of no legal significance in the resolution 
of the issue here. Applicant supplies plastic films which are used in various 
ways in the packaging industry. The specimen submitted with the ap- 
plication to register its mark further identifies appellant as being “con- 
verters—printers—laminators of films and foils.” It appears, therefore, 
that appellant offers to supply either films or foils as may be requested by 
its customers and that both films and foils are used by appellant’s cus- 
tomers in packaging their goods for resale to the public. In addition, 
applicant advertises laminated aluminum foil and paper as an “outerwrap” 
for boxes used in the packaging industry. This “outerwrap” product 
appears to be a “wrapping material” as this term is used in the cited 
registration. 

Appellant’s argument that the marks presently are being used on 
goods which the packaging industry considers to be technically different 
is predicated solely upon an assumption that “wrapping material” in the 
packaging industry is a different material than is a “packaging film.” 
There is no evidence of record to support this argument. Even if such 
evidence were before us, this fact is not determinative of the issue. 

“Films,” “foils,” and “wrapping materials” are related goods as shown 
by appellant’s specimen label and by appellant’s advertising cited by the 
examiner. We are therefore unwilling, in the absence of definite evidence 
of the registrant’s intent to so limit the term, to assign a technically 
restricted meaning to the term “wrapping material.” The owner of the 
prior registered mark has the right to use his mark on such closely related 
goods. 

Similarity of the products of appellant and of registrant is of greater 
legal significance in applying Section 2(d) than are the possible semantic 
differences urged upon us by appellant. Section 2(d) requires us to deter- 
mine not whether the goods are identical but only whether applicant’s 
mark so resembles the prior mark as to be likely when applied to its goods 
to cause confusion, or mistake, or to deceive purchasers. 


Appellant’s argument that the marks DURAFILM and DUROFOIL are 
different is predicated upon dictum found in our decision in The May 
Department Stores Co. v. Schloss Bros. & Co., Inc., 43 CCPA 980, 234 
F.2d 879, 110 USPQ 282 (46 TMR 1392). Relying upon this dictum, 
appellant urges that the prefixes puRO and pURA are common, descriptive 
terms without trademark significance. A sufficient answer to this argument 
is that the court in the May case found no confusing similarity in the 
marks DURO-STYLE FABRICS and DUROSHEEN. 


It is an elemental proposition that the marks must be considered in 
their entireties. Sears, Roebuck and Co. v. Hofman, 46 CCPA 708, 258 
F.2d 953, 119 USPQ 137 (48 TMR 1480) ; Meyer Chemical Co. v. Anahist 
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Co., Inc. (Warner-Lambert Pharmaceutical Co., Assignee, substituted), 
46 CCPA 784, 263 F.2d 344, 120 USPQ 483 (49 TMR 583). 

While it may be necessary to dissect marks as was done in the May 
case, supra, in analyzing specific similarities and differences of the marks, 
the determination of the issue here requires, as it did in the May case, a 
comparison of the entire marks. Appellant’s entire mark DURAFILM when 
applied to its goods so resembles the registered mark DUROFOIL that con- 
fusion or mistake or deception of purchasers is likely. 

In so holding, we have given consideration to and reject appellant’s 
argument that since the goods are sold to the packaging industry the 
sales are made to discriminating purchasers. Even such a discriminating 
purchaser might well assume that the names DURAFILM and DUROFOIL were 
trademarks on companion products, i.e., the “films” and “foils” of a single 
producer. 

It was the purpose of Section 2(d) of the Lanham Act to prevent 
registration of a mark such as that here in issue which so resembles a 
previously registered mark as to be likely, when applied to the goods of 
applicant, to cause confusion or mistake or to deceive purchasers. 

For the foregoing reasons, we affirm the decision of the Trademark 
Trial and Appeal Board. 
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MASS & WALDSTEIN COMPANY et al. v. AMERICAN PAINT CORPORATION 
No. 16420—C. A. 8— Mar. 23, 1961 — 129 USPQ 47 


500.11—COURTS—BASIS OF RELIEF—IN GENERAL 

500.9—COURTS—APPELLATE PROCEDURE 

600.3—COURTS—CONFUSING SIMILARITY—NOT CONFUSINGLY SIMILAR 
MARKS 


The Court of Appeals affirmed the District Court’s dismissal of com- 
plaint. It could not be held that the District Court’s finding as to cireum- 
stantial matters and ultimate facts were without substantial evidence to 
support them or were clearly wrong. Although not controling, during the 
years the two trademarks, PLEXTONE for variety of paints and FLEXITONE 
for a type of solid colored paint or enamel, were used in the same ter- 
ritory by their respective owners no instances of deceit or confusion were 
proven. Proof that products were different and marketed to different 
classes of customers tended to support District Court’s conclusions. 

Case below reported at 50 TMR 490. 





RINGLING BROS.-BARNUM & BAILEY COMBINED SHOWS, INC. v. 
ACME CIRCUS OPERATING COMPANY INC. 


N. Y. Sup. Ct., Spec. Term, N. Y. Co.— Mar. 23, 1961 —129 USPQ 77 
000.08a—COURTS—SCOPE OF RELIEF—INJUNCTION—PRELIMINARY 
INJUNCTION 

600.2—COURTS—CONFUSING SIMILARITY—CONFUSINGLY SIMILAR MARKS 
Preliminary injunction granted. The New York Supreme Court held 

that the words THE GREATEST SHOW ON EARTH by long use have come to 

identify plaintiff and defendant’s use of THE GREATEST CIRCUS ON EARTH 

for a similar business was trademark infringement and unfair competition. 





UNITED STATES PENCIL COMPANY, INC. v. THE UNION 
PENCIL COMPANY, INC. 


N. Y. Sup. Ct., Spec. Term, N. Y. Co.— Mar. 23, 1961 —129 USPQ 77 


900.22—COURTS—BASIS OF RELIEF—DRESS OF GOODS 
500.58a—COURTS—SCOPE OF RELIEF—INJUNCTION—PRELIMINARY 
INJUNCTION 


Preliminary injunction granted. The New York Supreme Court found 
defendant’s product was a copy of plaintiff’s product down to the minutest 
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detail, including breaking up the word PENcIUL in a distinctive manner 
and using the PILGRIM as against PLyMouTH. Defendant also copied plain- 
tiff’s reply card sent to customers. The Court on this evidence held con- 


fusion and deception would result warranting the granting of relief sought. 





PUREX CORPORATION, LTD. (assignee of MANHATTAN SOAP COMPANY, 
INC.) v. THE MARYLAND PAPER PRODUCTS CO. 


Appl. No. 6596— CCPA — Feb. 21, 1961 — 129 USPQ 59 


300.23e—REGISTRATION PROCEDURE (INTER PARTES OPPOSITION 
PLEADING AND PRACTICE—DEFENSES 


The Court held the fact that opposer elected not to oppose prior 
registrations of applicant did not constitute such an “inexcusable delay” 
as to charge opposer with laches. 
200.51—PATENT OFFICE PROCEEDINGS—REGISTRABILITY (INTER PARTES 

IN GENERAL 

The Court held that while SWEETHEART is a common English word 
it has had various meanings and was a proper trademark when applied 
to the goods of the parties, mainly, toilet soap and paper towels, paper 
toilet tissue, paper facial tissue. 
4$00.2—CONFUSING SIMILARITY—CONFUSINGLY SIMILAR MARKS 
400.4—CON FUSING SIMILARITY—CLASS OF GOODS 


SWEETHEART (Opposer) for toilet soap. 


SWEETHEART (Applicant) for paper towels, paper toilet tissue and paper 
facial tissue. 

Decision of Commissioner of Patents dismissing opposition was re- 
versed by CCPA. The Court without passing on other goods listed in 
application, held that likelihood of confusion would result from use of 
the mark SWEETHEART on toilet soap and on paper towels, paper toilet 
tissue, paper facial tissue. 

Case below reported at 49 TMR 999. 





THE MERCOID CORPORATION v. AIRBORNE INSTRUMENTS LABORATORY, 
INC. (CUTLER-HAMMER, INC., assignee, substituted) 


Appl. No. 6621 — CCPA—Feb. 21, 1961 — 129 USPQ 64 


400.3—CONFUSING SIMILARITY—NOT CONFUSINGLY SIMILAR MARKS 
400.4—CONFUSING SIMILARITY—CLASS OF GOODS 


MERCOID (Opposer) for limiting, signaling and safety devices; MERCOID 
CONTROL for electric controls for electric switches, temperature-operated 
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electric switches, pressure operated electric switches and parts thereof; 
and MERCONTROL for controling devices employing electric circuit con- 


troling switches. 


MICROTROL (Applicant) for electrical gauging and control apparatus for 
machine tools. 

Dismissal of opposition affirmed on appeal. The Court found the goods 
of the parties represented two specialized lines of equipment but it would 
not be unreasonable to suppose that one manufacturer would have pro- 
duced all of them. However, the purchasers were likely to be engineers 
and discriminating purchasers. As to the marks, MICROTROL does not look 
like, sound like or evoke a similar mental association with either MERCOID 
Or MERCOID CONTROL. Although MERCONTROL bears a closer visual and au- 
ricular similarity to MicRoTROL, the Court held confusion was unlikely as 
to the origin of the goods because the products were purchased by dis- 
criminating purchasers. 


Case below reported at 49 TMR 1227. 





MINNESOTA MINING AND MANUFACTURING COMPANY v. 
DUNLOP TIRE AND RUBBER CORPORATION 


Appl. No. 6641 —CCPA—Feb. 21, 1961 —129 USPQ 69 


$00.1—CONFUSING SIMILARITY—IN GENERAL 


The issue of likelihood of confusion is determined (1) by the nature 
of opposer’s mark (2) opposer’s mark compared with applicant’s mark 


and (3) likelihood of purchaser confusion. 


400.3—CONFUSING SIMILARITY—NOT CONFUSINGLY SIMILAR MARKS 


UNIPAK (Opposer) for plastic bags used for resinous material having 
principal usage in electrical insulating and connecting. 


UNI-PAcC (Applicant) for storage battery assemblies. 

Decision dismissing opposition was affirmed on appeal. The Court 
held the word UNrpakK so highly suggestive of unit packaging that con- 
fusion was unlikely when used on the respective goods of the parties, 
namely a two part plastic bag for scorcHcasT brand resins and a unitary 
package containing a storage battery and plastic bottle of electrolyte. In 
passing, the Court observed that UNIPAK was used as a secondary mark 
by both parties. 

Case below reported at 50 TMR 288. 
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WALDES KOHINOOR, INC. v. ILLINOIS TOOL WORKS 
Appl. No. 6659 —CCPA — Feb. 21, 1961 —129 USPQ 73 
200.57—PATENT OFFICE PROCEEDINGS—REGISTRABILITY (INTER PARTES 
DESCRIPTIVE AND GENERIC MARKS 
The Court held the letter “Q” as used in Q FASTENERS for a line of 
quick-acting cowl fasteners of a rotary operated type comes very close to 
being an obvious abbreviation of the descriptive word “quick”’. 


100.83—CONFUSING SIMILARITY—NOT CONFUSINGLY SIMILAR MARKS 


QaF (Applicant) for fasteners of the bolt and nut type. 


{ 


Q FASTENERS (Opposer) for a “line” of quick-acting cowl fasteners of the 
rotary operated type, selling three types under the designations Q-1, 
Q-2 and Q-4. 

The decision of the Board sustaining the opposition was reversed on 
appeal. The Court held that difference of applicant’s mark QaFr from op- 
poser’s marks Q FASTENERS, FASTEX, Q FASTENER-ONE, Q FASTENER-TWO, 
Q FASTENER-FOUR, ete.; the discrimination of the purchasers of the products, 
the relation between the letter Q and common descriptive word “quick” 
as actually used in connection with the “fasteners” in the trade prevented 
likelihood of confusion or deception. 

Case below reported at 50 TMR 210. 


LYON METAL PRODUCTS, INCORPORATED v. LYON INCORPORATED 
Com'r of Patents — Mar. 23, 1961 —129 USPQ 76 


200.983—PATENT OFFICE PROCEEDINGS—REGISTRATION PROCEDURE 
(EX PARTE TRADEMARK RULES 

300.23—PATENT OFFICE PROCEEDINGS—REGISTRATION PROCEDURE 
(INTER PARTES)—PLEADING AND PRACTICE 


Trademark Rule 120 requires that requests for admission be served 
not later than thirty days “before the opening of the testimony of the 


party in the position of plaintiff”. Therefore, requests for admission served 


after the close of testimony period of party in position of plaintiff were 
held untimely. A stipulation extending time for opening of applicant’s 
testimony period had no effect of rule covering pre-trial discovery. Peti- 


tion denied. 
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STATEMENT REQUIRED BY THE ACT OF AUGUST 24, 1912, AS AMENDED BY 
THE ACTS OF MARCH 3, 1933, JULY 2, 1946 AND JUNE 11, 1960 (74 STAT. 208 
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October 1, 1961. 
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